'Some Thoughts on the Budget 


E Federal Budget raises ques- 

tions of both economic and social 

policy. Clear thinking demands that 
_ we separate the two approaches. 


' Social policy is largely reflected in 

the expenditure side of the Budget. 
If this is accepted, then it is difficult 
to avoid the conclusion that the broad 
' eonomic policy indicated by the 
Budget is fairly sound. To reduce 
taxation would necessitate a larger 
| deficit than the £110 million budgeted 
for, assuming expenditure remained 
'uichanged. A case for a reduction in 
| taxation might be based on the 
argument that a still larger deficit 
would be necessary to provide suf- 
ficient stimulus to offset the expected 
fall in export incomes, and the recent 
rise in unemployment. The Govern- 
ment is of the opinion, however, that 
| sufficient stimulus is provided by the 
' budgeted deficit. It is anticipated 
' that there will be a large number of 
small loan holders, whose loans 
mature in this financial year, who will 
' not wish to convert to new loans. 
| This would limit the extent to which 
' my deficit could be financed by 

loans, and force reliance on Treas- 
ary Bills to help make up the deficit. 


The view that government expen- 
diture is often wasteful because of 
inadequate accounting and other con- 
trols is one which is widely held by 
accountants, and others. It seems to 
be traditional now to set the defence 
figure at £190 million. The 25th 
| Report of the Joint Committee of 

Public Accounts, 1956, para. 40, 
stated— 


“Your Committee are concerned at the 
laxity in the control of defence expenditures 
can spring from the adoption of a 
ence Programme that in recent years 
has been substantially underspent. To know 
there will be heavy under-expenditures 
@ most items is not an encouragement to 
fareful spending. No incentive is given to 
ents to ‘keep within’ the appro- 
Priated ficure: instead, every effort appears 
| tobe made ‘to spend the funds voted’.” 
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EDITORIAL 





Such considerations lead many to 
feel that government. expenditure 
could be reduced and thus make pos- 
sible a reduction in taxation. At 
least it serves to emphasise the need 
for introducing greater control over 
expenditure to minimise waste. 

When the budgeted expenditure is 
looked at from the point of view of 
social policy the conclusion might 
justifiably be reached that overall ex- 
penditure should be increased. 


A strong case can be made for sub- 
stantial increases in grants to State 
governments for housing, education 
and roads. The States are lamentably 
short of money for these purposes. 
The miserly increase in old age pen- 
sions has provoked justifiable criti- 
cism. The appeals of people like Sir 
Douglas Copland and Sir Ian Clunies 
Ross for substantial increases in 
Colombo Plan expenditure have gone 
unheeded. 

Thought might also have been 
given to possible reductions in ex- 
penditure in other directions, apart 
from the economies mentioned above. 
Defence expenditure would provide 
the greatest scope here. Some 
thoughtful people believe that a sub- 
stantial reduction in our defence ex- 
penditure would be a more realistic 
policy in the present situation. While 
this view is worthy of respect, it is 
not shared by most people. 

The above considerations could lead 
to the conclusion that overall gov- 
ernment expenditure should be 
higher, and that as a result, taxa- 
tion should be higher. This view 
might not be a popular one. It is 
regrettable, however, that so much 
criticism of the Budget should be 
concerned with the failure to reduce 
the incidence of taxation, rather than 
with broader issues of social policy. 

K.A.M. 

Further comments on the Budget are given 


on pages 358 and 362, respectively, of this 
issue.—ED. 
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FINANCIAL NOTES 


AST month the financial world 
had to pause and take stock of 
itself. With the revolt in Irak, and 
quick action by Britain and the 
United States in rushing troops into 
the Middle East, there was a distinct 
threat of conflict between the major 
powers. It was a time for each busi- 
nessman and investor to be his own 
armchair strategist. 

Now, in restrospect, we may gloss 
over the fears of these few weeks 
which were, at the time, very worry- 
ing. And, perhaps it might be said 
that post mortems on the actions of 
businessmen at that time are now 
useful only to the students of history. 
Yet this history is valuable, for it 
would be only the super-optimist 
who would think that we will not 
have similar crises from time to time 
in the future. 

How did the armchair strategists 
fare? First, those who influence 
the share markets. In London and 
New York share prices tumbled on 
first news of the crisis, and here the 
reaction was similar if a little less 
sensitive. Then, the armchair 
strategists thought the matter out. 
A major war would have adverse ef- 
fects on the share market generally 
—many industries in the luxury and 
unessential fields would have to cut 
production or, at best, have produc- 
tion dislocated by a switch over to 
a war economy. For other indus- 
tries business would boom, but the 
economy generally would be ham- 
pered by the usual impediment of 
high taxation, and probably a limita- 
tion of dividend payments. For in- 
vestors, therefore, a major war 
would not be a reason for optimism. 

If we may view war unemotionally, 
and base our opinions on past experi- 
ence, it has been proved that small 
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remote conflicts or the threat of 
them do benefit some businesses, and 
of course, the share market. These 
circumstances would virtually put to 
an end any signs of slackness in the 
internal economy. ‘Nations would be 
compelled to once more stockpile 
strategic materials and to adopt some 
measures of war preparedness. 

So there it was. Simply expressed, 
investors could take their choice— 
sell out in fear of a major war, or be 
optimistic and buy in the hope of 
military tension bringing on a mild 
boom. Most chose the latter view. 
Prices here and in London and New 
York rose smartly. 

a + & 

To a degree, the assumptions 
worked out. Commodity prices 
moved up. Largest rises were seen 
in the prices of rubber, copper and 
other base metals, sugar, and some 
grains. 

It could have been said that some 
commodities, particularly the base 
metals, were due for an increase. 
The markets for these commodities 
have been suffering over the past 
year from the action of some govern- 
ments in selling from their strategic 
stockpiles. With prices declining, 
buyers tended to hold off with the 
result that most were carrying oD 
on a hand-to-mouth policy. Neverthe- 
less, the feeling is not for steep com- 
modity price rises from now on, for 
current world production is now at & 
high level for most raw materials. 
Perhaps the opinion might be vel- 
tured that the upshot of the whole 
situation is that we have seen the 
worst of the price declines. From 
now on the tendency might be for 
steady prices with perhaps scope for 
mild improvement in some commodi- 
ties. 
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Australians may take more than 
an academic interest in the fate of 
world commodity prices. This is a 
country which produces raw 
materials. Wool, in particular, has 
just concluded a _ disappointing 
season from the point of view of 
price. This factor will be reflected 
in the current year’s export earnings 
(it has already been a depressing 
factor in the figures of the recently 
concluded period) and will result in 
a much lower volume of money in the 
community generally. 


Also the prices of lead and zinc 
had fallen to the extent that the 
operation of the great mines at 
Broken Hill had ceased to yield a 
profit, and the copper producers had 
reached the point where the Com- 
monwealth Government found it 
necessary to implement a new sub- 
sidy plan. 


¢ * . 


However, out of all this talk of in- 
ternational tension there is one un- 
spectacular but most important 
thought — the probability of re- 
newed inflation. 


In the United States, the country 
which is the key to the economies of 
the Western world, the “saucer” de- 
pression, of the past year or so, had 
taken the emphasis away from the 
creeping inflation. Now, with busi- 
ness picking up in that country the 
fear has once again arisen. Already 
price advances have been announced 
for aluminium and, of even greater 
significance, price rises for steel 
were announced recently by most of 
the U.S. first six steel producers. 


An American survey has found 
that most large steel users will not 
be able to absorb the added cost and 
that the increase will have to be 
passed on to the consumer but prob- 
ably not right away. The increases 
apply mainly to sheet and strip mill 
products; they average about 4.50 
dollars (about £2) a ton. 
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Here, most financial organisations 
accept the theory that inflation will 
continue. It has been calculated that 
the 1947 Australian pound is today 
worth about 9/-, and that it will con- 
tinue to decline with policies of all 
political parties favouring migration 
and full employment. Accordingly, 
more and more the institutions, the 
provident and superannuation funds 
are moving in to the buying of ordin- 
ary shares and more and more the 
emphasis is going off gilt-edged fixed 
interest type securities. 

- * - 


Locally, one of the most lively sub- 
jects of the month was again the hire 
purchase business—this time as a 
political issue. 


Three States—Queensland, Vic- 
toria and N.S.W.—are looking into 
the subject, but each it seems for dif- 
ferent reasons. The Victorian Gov- 
ernment was the most explicit. The 
Acting-Premier, Mr. A. G. Rylah, 
was reported to have said that his 
Government would bring down legis- 
lation in the session beginning Sep- 
tember to safeguard the public 
against exploitation. He added that 
the Government was examining the 
need for legislation to protect the 
public against the activities of some 
companies which were seeking money 
at high interest rates. 


Mr. Rylah’s statements followed 
the action of several newspapers in 
requiring organisations advertising 
for deposit money, or subscriptions 
to registered notes, to include in 
their advertisements an up-to-date 
certificate from a public accountant 
showing the amount of tangible as- 
set backing of the advertising com- 
pany. 

Generally this action received jus- 
tifiable approval. Too many com- 
panies were seeking public subscrip- 
tions for investments which were of 
doubtful security. Some companies, 
having only some nominal figure of 
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share capital, have been seeking de- 
posit money from the public amount- 
ing to, in at least one case, over 
£1 million. These companies offer as 
some compensation a high rate of 
interest. This may be fair enough, 
the public is entitled to weigh one 
consideration against the other and 
make up its own mind. Unfortun- 
ately, however, few of these adver- 
tisers disclose many relevant figures 
or information and the public, for 
the most part, has been investing on 
the blind. As more of these types of 
advertisers come under notice, the 
more the high rates offered are being 
accepted as normal. 


The newspapers’ action is a step 
in the right direction. The public 
should be given much more informa- 
tion before being invited to invest. 
At the very least the information 
supplied to a prospective investor 
should be the minimum requirements 
of a prospectus under the various 
State Companies Acts. The news- 
papers, by demanding that adver- 
tisers observe certain requirements 
in their advertisements, and by 
editorial criticism of certain in- 
stances, can only go so far. The only 
real corrective for the situation can 
be found in State legislation. 


+ + + 


It is worth stating that “hire pur- 
chase” is being criticised on this 
score of high interest rates very 
often without justification. In many 
cases these advertisers are not in 
fact engaged in hire purchase. 


Many of these companies are in 
the “finance” rather than the “hire 
purchase” business. They are not 
financing retail sales on instalment 
but very often business and other 
types of loans. Some of the adver- 
tisers invest the money they have 
raised from the public in mortgages 
and bills of sale. 


In fact, in some of the States where 
the lending rates of hire purchase 
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agreements have certain limits, hire 
purchase has become uneconomic for 
some of the smaller companies and 
they have moved out of this field into 
general financing. In other words 
in present circumstances hire pur- 
chase business very often is not the 
proposition it appears to be. Right 
now, with business booming from 
television sales and a high level of 
new motor vehicle sales, hire pur- 
chase is enjoying a peak of pros- 
perity. But with’more normal busi- 
ness the industry could be expected 
to be very competitive. 


a * > 


This argument takes a little force 
away from such criticisms as that of 
the Queensland Treasurer, Mr. T. A. 
Hiley, who was reported to have 
said that “unbridled interest rates 
and their effect on gilt-edged borrow- 
ing was the Governmenrt’s main tar- 
get.” 

Actually the borrowing rates of 
the major hire purchase companies 
have been very stable. It is prin- 
cipally the rates of the other finance 
borrowers which have earned the 
“unbridled” tag. There always has 
been argument for some limitations 
on the interest rates—particularly 
when sections of the business com- 
munity (the banks and the public 
bodies) have been under official con- 
trol; but, to be effective, any controls 
would have to be on a Common- 
wealth-wide basis. 


The Federal Government has tried 
in the past to get State co-operation 
in this regard without success. 


+ * * 


One consequence of the greater in- 


vestment interest in the ordinary 
shares of the hire-purchase finan- 
ciers has been a greater public in- 
terest in the “provision for unearn 

income” shown in the balance sheet. 


The percentage that this provision 
bears to total amounts outstanding on 
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hire-purchase agreements is attract- 
ing attention as a means of determin- 
ing the conservativeness or other- 
wise of a company’s stated profit. 


However, it is apparent that when 
comparisons are made between vari- 
ous companies there could be wrong 
conclusions drawn where a particu- 
lar company has finance business 
other than hire purchase. Recently 
the Finance Corporation of Aus- 
tralia, owned in part by the Bank of 
Adelaide, recognised this problem 
and subdivided its outstanding debts 
into those due on hire purchase, 
where interest is accrued, and those 
from loans where no such accrual is 
made. 

This is an improvement in account- 
ing presentation which could well be 
followed by other companies in simi- 
lar circumstances. 

. * - 


The Federal Budget turned out 
largely as expected—-few concessions 


were anticipated and few were 
granted. It was not the type of bud- 
get the more cynical would have ex- 
pected on the eve of an election. 
From the political viewpoint it re- 
flected either high Government con- 
fidence or an election campaign that 
will not be concerned with economic 
matters. 


Yet, despite the approval one might 
give the Government for its honesty, 
its courage in resisting what might 
have been called a form of election 
bribery, the Budget will be criticised. 


The Federal Treasurer, Sir Arthur 
Fadden, making his last Budget 
speech, recognised that Australia, in 
view of declining farm incomes, 
faces a difficult period. His answer 
to the problem was a mild exhorta- 
tion for the nation to be “up and 
doing” in its efforts to obtain greater 
export outlets. Yet his Government’s 
Budget did little to encourage this 
worthy objective. 
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Two taxation measures—payroll 
tax, and the granting of accelerated 
depreciation allowances — demanded 
attention if some sections of our ex- 
porters were to be given an incen- 
tive to greater effort. Our manufac- 
turers suffer high costs by compari- 
son with many overseas countries 
because of our wages structure — 
payroll tax seems an anomalous ad- 
dition to this disadvantage. Further, 
Australian manufacturers have to 
meet competition from overseas com- 
petitors, many of whom have the ad- 
vantage of more favourable deprecia- 
tion write-offs which are a real aid 
in plant modernisation. In short, 
trade needs stimulation. This was 
recognised by the Government, yet it 
neglected to encourage this factor in 
the most effective manner—financial 
stimulation. 


The private sector of the economy 
was largely neglected. Yet there is 
to be increased Government spending 
of some £70 million. To a degree the 
Government might have been ex- 
cused for not introducing widespread 
relief from sales tax. Unfortunately 
for many of the consumer goods in- 
dustries, television and motor 
vehicles particularly, their very pros- 
perity was an argument against 
relief in a Budget which aimed to 
hold the line. The concession given 
oil prospectors is valuable to the in- 
dustry. It might be a little late, 
now that some of the large overseas 
oil companies are beginning to look 
elsewhere, but it is a step in the right 
direction. 


All considered, however, the Bud- 
get was a disappointing one. It did 
not live up to the Treasurer’s claim 
that he was giving a “broad stimulus 
to the economy”. Some well-placed 
concessions could have given a fillip 
to those of our industries likely to 
experience some difficulties in the 
near future. 





TAXATION ASPECTS OF THE BUDGET 


By D. C. WILKINS, B.COM., A.A.S.A. 


The Federal Budget for 1958/59, The special 20% rate will now be 
introduced by the Treasurer on 5 extended for a further three years, 
August, 1958, made provision for to the year ending 30 June, 1962. 


only a few minor income tax conces- _— . 
sions. Individual and company in- Fishing and P earling Industry 
Depreciation will be allowed at the 


come tax rates will remain un- i 
rate of 20% a year on plant acquired 


changed. 
The Treasurer stated that the Gov- fter 30 June, 1958, and used wholly 
and exclusively in the fishing and 


ernment did not propose to make any — : 

tax concessions of a general charac- Pearling industries. 

ter, various considerations affecting Certain buildings, such as accom- 

this decision. He said: modation for employees, will also be 
“One was that it would have in- subject to the special 20% deprecia- 


creased the overall deficiency this tion allowance. 
year; and we were not prepared to do 
that. In effect, tax concesions would AVERAGING 
have been made by borrowing still Fishing and Pearling Industry 
more from the Central Bank. Provisi e 

- : , rovisions in the Income Tax As 

After all, total expenditure in the — segsment Act relating to the averag- 

economy has for some time been ris- _ ing of income apply at present only to 
ing and, for anything we can see, will persons carrying ona business of 
continue to rise. primary production. 

“The second consideration was It is now intended that the income 
that, by the nature of most tax con- of a person carrying on a business 
cessions, the cost to revenue would of fishing or pearling will also be sub 
have fallen more upon the budget ject to averaging, in order to deter- 
for next year than upon the budget mine the rate of tax to be applied to 
for this year. the taxable income. As with primary 

“We did not think that we ought to Producers, the taxpayer concerned 


mortgage the future in that way.” will be permitted to elect that, as 
The income tax changes to be from Ls none = . be ye. ie 4 
made, which will affect few taxpay- hin. ee A ppy 


Oe, ane G8 Tees: Development of Rural Land 


DEPRECIATION Re eee ape taxable stn 

F the sale of rural land, a uction 
vor Primary Producers against sale proceeds will be allowed 
Assessment Act provides that the  jncurred on the development of the 
special depreciation rate of 20% for and. The legislation will clarify this 
each of five income years allowed on allowance. 
plant used by primary producers, and 
on structural improvements situated Development of Rural Land—New 
on land used for primary production, Guinea 
should apply up to the year ending The Income Tax Assessment Act 
80 June, 1959. provides, in Section 75, a deduction 
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for expenditures incurred on the de- 
velopment of land used for primary 
production in Australia (which in- 
dudes Papua). It is now intended 
that these deductions will be ex- 
tended to land used for primary pro- 
duction in New Guinea. 


Zone Allowances 

The existing Zone Allowances are: 
Zone A, £180; Zone B, £30. These 
allowances for residents of remote 
areas will be increased as follows: 

Zone A: £270 plus an amount 
equal to one-half of the taxpayer’s 
concessional deductions for depen- 
dants. 

Zone B: £45 plus one-twelfth of 
the concessional deductions for de- 
pendants. 

Mining or Prospecting for Oil 

An income tax deduction is at pre- 

sent allowed of one-third of the 


amount of calls paid on shares in min- 
ing companies, which include com- 
panies mining or prospecting for oil. 


It is now intended that application 
and allotment moneys and calls paid 
by residents of Australia on shares 
in companies carrying on a business 
of mining or prospecting for oil in 
Australia or New Guinea should be 
allowed as a deduction in full. 


It will be necessary for the oil 
companies concerned to elect that, to 
the extent of the deductions for ap- 
plication and allotment moneys and 
calls paid so allowed to the share- 
holders, income derived by the com- 
pany will not benefit from the relief 
from tax granted by the operation of 
Section 123A of the Income Tax As- 
sessment Act. 





REGISTER OF MEMBERS 


Listing the names of members of the 
Australian Society of Accountants and of 
members of the Australasian Institute of 
Cost Accountants who have been advanced 
recently in status. 


AUSTRALIAN SOCIETY OF 
ACCOUNTANTS 


VICTORIA 

Provisional Associates: Rumens, J. M.; 
Smith, K. T. 

Associates: Ariss, K. G.; Beach, J. D.; 
Benson, J. E. C.; Bloink, H. R.; Boschma, 
P. §.; Caldwell, J. T.; Cooper, K. R.; 
Dudley, A. C.; Dunn, R. H.; Giromali, L. 
F.; Harrington, A. C.; Hipgrave, N. D.; 
Kerger, M. J.; Macpherson, N.; Mangan, 
M. G. (Miss); Matthies, K. M.; McNicol, 
R. H.; Newton, K. A.; Quilty, B. R.; 
Robertson, B. S.; Sheldrake, W. G.; Sim- 
kiss, L. K.;*Sparkes, J. P.; Theiler, D. P. 
(Miss); White, K.; Williams, M. I. 

Advanced to Associate: Edwards, A. R. 

Advanced to Fellow: Stone, L 

3 QUEENSLAND 

_Provisional Associates: Lappin, R. M.; 
Noller, G. C. 

Associates: Betts, K. A.; Doran, R.; 
Jackson, K. J.; Wilson, L. M.; 

Advanced to Associate: Rado, P. F. 

Advanced to Fellow: Reaney, G. W. 

Removed from Register: (Deceased) :— 
Burnett, F. 

. SOUTH AUSTRALIA 

Associates: Brooks, W. J.; Sawley, T. D. 
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NEW SOUTH WALES 
Provisional Associates: Knight, J. W.; 
ig S. W.; Steward, B. A.; Underwood, 


Associates: Bruce, J. C.; Duck, J.; 
Palmer, H. J.; Rheuben, R. R.; Russell, A. 
F.; Sills, A.; Sutherland, D. W. J.; Tonkin, 
R. K. J. 

Advanced to Associate: Baxter, R. W.; 
Maddock, A. L.; Stanley, H. J.; Sykes, 
P. G. W.; Wood, H. W. 

TASMANIA 

Provisional Associate: Southorn, B. A. 

Associates: Nichols, J. M.; Pryor, J. V. 

Advanced to Fellow: Farrell, L. J.; 
Loney, W. T. 

Removed from Register: (Resigned) :— 
Chugg, T. R.; Gourlay, K. G 


AUSTRALASIAN INSTITUTE OF COST 
ACCOUNTANTS 


4 VICTORIA 
Associates: Berry, W. E. F.; Coleman, 
W. A.; Curtain, J. D.; Edmonds, J. F.; 
Edwards, A. R.; Kennewell, I. H. P.; Loft, 
K. V.; Luke, G.; Schenk, K. H.; Stanley, 
G. G.; Strapp, J. M.; Tuttleby, R. P.; 
Whitelaw, R. K. 

Advanced to Associate: Cato, F. T. 
Advanced to Fellow: Buttner, F. A. 
NEW SOUTH WALES 

Provisional Associate: Croll, J. R. 
QUEENSLAND 
Advanced to Associate: Haupt, S. J. 
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Professor L. Goldberg Appointed Professor of 
Accounting, University of Melbourne 


ONGRATULATIONS are extended 

to Professor Louis Goldberg on 

his appointment to the Gordon L. 

Wood Chair of Accounting in the 
University of Melbourne. 


The post became vacant following 
the retirement of Sir Alexander Fitz- 
gerald (the first occupant of the 
Chair) who was Professor of Ac- 
counting in the University of Mel- 
bourne from October, 1954, until his 
retirement in February last. 


Professor Goldberg, who is a 
native of Melbourne, has been asso- 
ciated with the University of Mel- 
bourne in a teaching capacity since 
1930, the year in which he took out 
his Bachelor of Commerce degree at 
the University. He was then a part- 
time tutor in accounting. He ob- 
tained his Master of Commerce de- 
gree in 1938. In 1946 he joined the 
University staff as senior lecturer in 
accounting, this being the first full- 
time teaching appointment in this 
profession in an Australian Univer- 
sity. Since July, 1957, he has been 
Associate Professor of Accounting. 


As a Rockefeller Foundation Fellow 
he went abroad in 1955 spending six 
months in England, where he visited 
the London School of Economics, and 
a similar period in the U.S.A. at- 
tending the University of Michigan 
(Ann Arbor) and the University of 
California (Berkeley). Whilst en- 
gaged on research in England, Pro- 
fessor Goldberg located an unpub- 
lished manuscript on bookkeeping by 
Jeremy Bentham, the famous Utili- 
tarian philosopher, at University 
College, London. 


The accounting syllabus followed 
at the University of Melbourne was 
re-organised last year and Professor 
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Goldberg now heads a staff of four 
full-time and _ fifteen part-time 
teachers, The number of accountant- 
ancy students now enrolled totals 650 


Professor Goldberg became a men 
ber of the Commonwealth Institute of 
Accountants in 1939. He gained the 
Institute’s award for a thesis on an 
accounting subject for which com. 
petition was invited in 1937. The 
winning thesis, under the title “A 
Philosophy of Accounting”, was pub 
lished by the Institute in 1939. It 
has since been re-issued in several 
editions, the latest appearing as “Ap 
Outline of Accounting’’. He has also 
published “Elements of Accounting” 
(written in collaboration with V. R. 
Hili). He has joined other writers in 
the authorship of “Accounting Stage 
1”, edited by Sir Alexander Fitz 
gerald, and has written numerous 
articles and papers for Australian 
and overseas accounting journals. 


Following the formation of the 
Australian Society of Accountants in 
1951, Professor Goldberg became one 
of the first members to be granted 
the qualification of Fellow. He isa 
member of the Victorian Division 
Research Committee and was for 
several years a member of the 
Board of Examiners of the Com 
monwealth Institute and the Society. 


Retirement of 
Sir Alexander Fitzgerald 


The recording of Professor Golé 
berg’s appointment, in The Austra 
lian Accountant would not be coir 
plete without some tribute to hi 
predecessor in the post, Sir Alexal- 
der Fitzgerald. 
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Sa YTreurm to sa aS 


Throughout a life-time association 
with the accounting profession Sir 
Alexander has demonstrated a will- 
ingness and an outstanding ability 
to share in the profession’s develop- 
ment and the maintenance of its 
highest ideals of conduct and service. 


At the same time he has never 
failed to express his criticism of the 
profession when deemed necessary 
and his pronouncements in this vein 
have frequently acted as a spur to 
members of the profession prompt- 
ing them to re-orient their thinking 
and approach to the profession’s 
problems. 


He has taken a prominent part in 
the official councils of the profession 
since 1927 when he took his place on 
the Victorian Council of the Com- 
monwealth Institute of Accountants. 
In 1929, 1930, 1935 and 19387, he 
was State president. He was selected 
to represent the Division on General 
Council in 1936 and was General 
president in 1940 and 1941. 


One of Sir Alexander’s greatest 
contributions to the development of 
the profession has been undoubtedly 
in the field of accountancy education 
with which he has been actively as- 
sociated for 33 years. 


In 1930 he became a member of 
the Board of Examiners of the Com- 
monwealth Institute and later of the 
Australian Society of Accountants. 
Five years earlier, in 1925, his con- 
nection with the teaching of account- 
ancy had begun with his appointment 
as lecturer at Melbourne University. 


Further interesting details of Sir 
Alexander’s career were given in the 
June issue of the Melbourne Univer- 
sity Gazette from which the follow- 
Ing extract is taken: 


“In 1928 Sir Alexander took over 
the responsibility for the teaching 
of accountancy which has been his 
concern ever since. In 1954 he was 
Invited to become the first Gordon 
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L. Wood Professor of Accounting, 
from which position he retired at 
the end of February, 1958. 


“His lectures, which have at times 
included courses in economics and 
public finance as well as in all phases 
of accounting, have always been 
characterised by a breadth and depth 
of knowledge and a complete mastery 
of his subject which never failed to 
command the interest of his listeners. 


“His writings — comprising six 
widely known books and numerous 
articles and papers — are authori- 
tative and searching expositions of 
a wide variety of topics within the 
field of accounting and allied sub- 
jects. He was also editor for many 
years of The Australian Accountant. 


“During all the period of his con- 
nection with the University, he has 
been engaged in an exceedingly busy 
professional and public life. In every 
phase of his diversified interests he 
has always taken a full share — and 
often what has appeared to those 
close to him more than a full share 
— of public duty and responsibility. 
Some of his many public offices have 
been chairman of the Commonwealth 
Grants Commission, chairman of the 
Dairy Industry Investigation Com- 
mittee, member of the State Elec- 
tricity Commission, member of the 
Defence Business Board, Business 
Adviser to the Department of the 
Army, member of the Royal Com- 
mission on Water Supply in Victoria, 
and member of the Army <Account- 
ancy Advisory Panel. 


“For his knowledge, for his sin- 
cerity, for his industry, for his 
kindliness and for his humanity, he 
will be remembered with admiration, 
respect and affection not only by his 
colleagues in the University but by 
many hundreds of his students, who 
will wish that he may be spared for 
many years to enjoy a life that he 
uses so well.” 
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VALUATION OF 
FARM ASSETS 


R accounting purposes, valuation 
of farm assets has not, in Aus- 
tralia, received the attention the mat- 
ter deserves. In this regard, America 
is decades ahead of us; England and 
New Zealand are years ahead of us. 


This results in most farm balance 
sheets and profit and loss accounts 
giving distortions of fact. No worth- 
while conclusions can be drawn from 
mm no reliance can be placed upon 
them. 


In comparison with the methods 
adopted for secondary industry, ac- 
counting techniques for handling 
farm problems have then, lagged far 
behind. Yet in great measure Aus- 
tralia’s prosperity still depends 
largely upon its primary industries. 
The greater part of our exports— 
our economic bloodstream—are pri- 
mary industry products. 


_ It is contended that, by introduc- 
ing improved accounting methods, by 
educating farmers to treat account- 
ing figures so obtained as yardsticks 
and as bases for future action, our 
primary industry will continue to 
hold its position to the advantage of 
the farmer. 


Reasons For Inadequacy 


Until fairly recent years, traces 
of the nineteenth century pioneering 
spirit still lingered strongly in the 
farming community. Their attitude 
could well be summed up in the say- 
ing: “What was good enough for 
grand-dad is good enough for me.” 


However, the great depression of 
the 1930’s shook the farmers out of 
their complacency. They had to face 
up to their financial difficulties realis- 
tically or go to the wall. Further, 
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HIS is the second of a series 

of articles by C. A. Mallyon, 
A.A.S.A., A.C.LS., dealing with 
farm accounting The first, 
“Valuation of Livestock—Aver- 
age Cost Price Method”, ap- 
peared in the July issue. 


The series will be continued 
in the September issue by a 
third article which, under the 
heading “Valuation of Farm 
Assets”, will deal with the ap- 
plication of the methods detailed 
below to specific farm assets. 











in order to receive State financial re- 
lief, they had to present operating 
figures of their position. An elemen- 
tary system of bookkeeping, at least, 
thus became a necessity. 


Then, with World War II and the 
uneasy peace that has followed, plus 
the unprecedented rises in taxation, 
many farmers found it absolutely 
essential in their own interest to em- 
ploy accountants to look after their 
affairs, and particularly their taxa- 
tion returns. 


However, most farmers are still 
either apathetic or unappreciative of 
what a good accounting system can 
achieve for them. Most accountants 
have been so smothered by the work 
resulting from the complexities of 
taxation law that they have been un- 
able to consider general accounting 
principles adequately, let alone edu- 


367 





cate farmers to make ‘good use of 
their findings. 


Necessity For Improvement 


The tightening of world markets 
has made a good accounting system 
an absolute necessity for primary in- 
dustry. Lowered revenue and rising 
costs will otherwise lead to catas- 
trophe. For it is only by analysing 
accounts and considering how either 
revenues can be increased or costs 
reduced that a healthy agriculture 
will continue. 


Proper valuations form only part 
of such a system, but they form a 
most integral part. Upon their relia- 
bility falls, in great measure, the task 
of correctly matching income and ex- 
penditure. In turn, upon the correct- 
ness of this matching depend any 
worth-while decisions concerning 
future planning and management. 


Apart from this important task, 
proper valuations have other import- 
ant aspects for the farmer. It must 
be remembered that he is neither an 
accountant nor, generally speaking, a 
business man skilled in the analysis 
of balance sheets. 


The average farmer cannot go be- 
low the surface of the figures given 
to him; he cannot make allowance 
for accounting conventions. He can 
only take the accounts presented to 
him as they stand. 


Thus, for example, in seeking an 
extension of his overdraft, unless 
suitable valuations are employed, a 
farmer presenting a balance sheet in 
support of his case may be at a dis- 
tinct disadvantage. He may have a 
strong case, yet if the balance sheet 
does not disclose it, he may be re- 
fused the overdraft. 


Let us consider a possible case. A 
farmer during the past five years 
spent about £4,000 on land improve- 
ments. At the present time, he is 
holding fodder worth about £5,000. 
The improvements had been written 
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off directly to income under 8.75 of 
the Income Tax Assessment Act and, 
also as a result of that Act, fodder 
_ not been taken into account at 
all. 


Further, while land and improve- 
ments were shown at cost in the 
balance sheet at £25,000, the Valuer- 
General’s valuation was in the region 
of £45,000. Livestock, valued at aver- 
age cost price, was undervalued by at 
least £15,000. 


What hope would such a farmer 
have of obtaining his credit require- 
ments? 


For similar reasons, in order to set 
up a sound basis for an estate plan- 
ning system, proper methods of 
valuation are essential. Otherwise, 
no matter how sound the scheme of 
planning may be, its effects will be 
completely nullified. 


It is thus proposed to consider the 
various methods of valuation applic- 
able to farms, and then to carry out 
a survey of their application to speci- 
fic assets. 


METHODS OF VALUATION 


No one method of valuation has 
general application to all assets. On 
the other hand, various methods have 
their advocates as relating to any 
particular asset. 


It will be the purpose here to con- 
sider the various methods which from 
time to time have been put forward 
as applicable to farm assets. Where 
necessary, a short explanation will 
be given of the method, followed by 
the main arguments for and against 
it. 

The methods dealt with are:— 
Original cost; Lower of cost or mar- 
ket; Average cost price; Cost of pro- 
duction; Standard price; Differential 
standard price; Present value; Ex- 
pert valuation; Farm price. 


Original Cost 
Under this method, subject to de 
preciation assets remain in the ac 
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counts at the actual price paid for 
them until they are sold or otherwise 
disposed of. It is the method gener- 
ally advocated by accountants in valu- 
ing fixed assets. “Original cost is a 
basic factor of the process of valua- 
tion.” 


Advocates of this method stress 
the following points :— 


1. It is easy to operate. Once the actual 
costs of the purchase of a farm, say, 
are entered in the books, no further 
action of valuation is required. 


. A farmer is mainly interested in what 
he pays for a thing, and with the re- 
lationship between this cost and the 
income derived from its use. “Records 
based on historical costs, it is believed, 
will show more from the standpoint of 
individual management than will records 
based on any other theory of valuation.” 


. Original cost is the one true objective 
valuation. It is a definite amount which 
was actually paid. All other valuations 
have a subjective element in them. 


. Book profits should not be taken into 
consideration on asset appreciation un- 
less that asset is actually sold. 


However, arguments have been 
raised against implicit faith in this 
method, The main lines of argument 
are :— 


1. Economic life is dynamic, not static, 
and accounting should reflect these mov- 
ing changes rather than rest upon some 
historic fact. “I agree that I am asking 
accountants to ‘enter a shifting and 
changing world’—but it’s the only 
world there is.’ 


. Progressive farmers—and their advisors 
—need to know what the current net 
worth of the farm is before proper man- 
agement decisions can be made. But 
“facts of original investment afford 
no guide to business decisions after con- 
diticns have changed.’ 


. Current market values are just as 
objective as the values ruling at the 
time at which the asset was originally 
obtained. They give the picture of 
things as they are, and allow for effect- 





- R, A. Irish, Auditing Theory and Practice, 
1948, p. 78. 


. D. R. Mitchell, Farm Accounting, 1941, p. 14. 


- Quoted from a letter of Dr. W. H. Singer 
in F. Sewell Bray: Precision and Design in 
Accountancy, 1947, p. 125. 

- Hopkins & Heady: Farm Records & Account- 
ing, 1955, p. 57. 
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ive comparison between different farms 
in the same area. 


In the case of livestock, apart from the 
natural increase factor, great distortions 
of fact can happen by taking the 
original cost into consideration. Sheep 
purchased in the wool may, at inven- 
tory time, have just been shorn, and 
be worth 30/- less in value. Vice versa, 
newly shorn purchased sheep may have 
ten months wool on their backs at in- 
ventory time. 

A woolshed may be constructed in which 
most of the cost arises from the use of 
timber on the farm, by the use of 
various items of farm machinery and 
by farm labour. Without use of an 
efficient costing system, under the 
original cost method the cost will be 
recorded only of actual purchased items. 
This would lead to gross undervaluation. 


Proper interpretation of the figures is 
practically impossible since they con- 
tain a mixed amalgam of assets pur- 
chased at different times. “It may con- 
tain a mixture, in unknown degrees, of 
some values which are 10 per cent., 
some 20 per cent., and some perhaps 
50 per cent. below present market 
prices.”5 


Lower of Cost or Market 


For a long period of time, this 
method held a practically unqualified 
approval among accountants. Its 
main aim was to ensure the conserva- 
tion of funds. 


This method would certainly re- 
solve a difficulty mentioned under the 
original cost method, viz., in the case 
of sheep purchased in the wool and 
being shorn just before inventory 
time, It would also meet the position 
of a farmer who purchases a well- 
improved property and, through utter 
neglect, allows its value to quickly 
depreciate. However, it is considered 
that other methods equally cover 
these situations. 


During recent years, this method 
has come under considerable fire. The 
main arguments used against it 
are :— 

1. It arbitrarily shifts income from one 
year to another, by requiring adjust- 





5. Hopkins & Heady, op, cit., p. 58. 





ments to be made to stock prices or 
costs regardless of the effect on sales 
prices. 


By its anticipation of possible future 
losses, it does not allow of a true match- 
ing of income and costs. “The applica- 
tion of the convention of anticipating 
losses in financial accounting documents 
and applying the rule of cost or lower 
market value to unrealised stocks con- 
fuses policy with measurement and dis- 
torts the strict accounting definition of 
profit.””6 


. Whilst possibly contributing to financial 
safety, it does so generally when there 
is no necessity for it. “The degree of 
conservatism differs inversely with the 
need for it. When prices are rising, 
cost will probably be the lower of the 
two valuation bases. But when prices 
are rising, there is least need for con- 
servatism, at least until a dangerous 
boom develops. When prices are falling 
market price will be the lower of the 
two. But here even a greater degree of 
conservatism is necessary, since next 
month’s prices will probably be even 
below present ones.”7 


Another writer sums up this de- 


gree of conservatism by saying: 
“Conservatism muddies up the ac- 


counting waters. It dulls the account- 
ant’s sense of accuracy and gives him 
a false sense of security and right- 
eousness. It impairs the usefulness 
of his results for purposes of analysis, 


comparison, and prediction.’® 


Average Cost Price Method 


This method has been dealt with 
at length in a previous article.® No- 
thing further need be said about it 
here except to emphasise that it is 
unrealistic and should have no place 
in any general accounting system. 


Cost of Production 


This method, applicable to live- 
stock and crops, aims to establish the 





6. F. Sewell Bray: Precision & Design of 
Accountancy, p. 130. 
. Hopkins & Heady, op. cit., p. 58. 


. Scott (Journal of Accountancy, vol. 67), 
quotes in Acountant’s Handbook, 1947, p. 


. Valuation of Livestock: Average Cost Price 
Method, Australian Accountant, July 1958. 
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costs involved in the various inven. 
tories at stocktaking time. If feas. 
ible, this would be the ideal account- 
ing method. 


However, such a method involves 
a cost accounting system covering 
each of the activities of a farm. Such 
a system is very rare and, even where 
it is operating, the results obtained 
are very doubtful owing to the intru- 
sion of joint costs. 


For example, even in a straight- 
out sheep property, how are costs 
to be distributed as between produc- 
ing wool and the breeding and raising 
of lambs? Further, where an irriga- 
tion plant is employed for stock 
watering systems and for crop pro- 
duction, what is to be the basis of 
allocation? 


Furthermore, costs of care and 
cultivation are not in direct propor- 
tion to the results obtained. Thus, 
it is practically impossible to isolate 
costs of production to definite items, 


Standard Price 


Under this method, a price for 
each class of livestock is decided upon 
and adhered to from year to year. 
The basis of this price is generally 
either a conservative choice from cur- 
rent ruling prices or one derived from 
an average of prices over a period. 
For example, the following standard 
prices (per head) may be set on live- 
stock for a certain farm:— 

Sheep .. eA 
Dairy Cattle .. 
Beef Cattle .. .. 
Horses .. 

Pigs 

The undermentioned advantages 
are claimed for this method :— 


1. It overcomes the problem of depressed 
values inherent in the average cost price 
method, by maintaining a fixed price 
for stock on hand at the end of each 
period. 


A flock or herd—or so far as the pro- 
ductive element (dairy cattle, rams, 
ewes, work horses) are concerned—do 
not vary much in numbers from year 
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to year, and it would be wrong to give 
fluctuating values to these. “Juggling 
with valuations in this way is undesir- 
able and defeats the object of account- 
ing.’”’10 

. This productive element in the flock or 
herd is more in the nature of a fixed 
asset held for producing income. Yearly 
rises or falls in price “are not actual, 
being only paper profits or losses.’’!1 


However, various objections are 
raised against this method. These 
include :— 


1. Where used without distinction both as 
to productive and to surplus saleable 
livestock, the results obtained by use 
of this method can be quite different 
from the actual position. 


. Likewise, where the composition of the 
flock or herd is materially and perman- 
ently altered, the standard price origin- 
ally set on them can become inappro- 
priate. For example, the original flock 
might have consisted solely of wethers. 
Having changed to breeding, the flock 
may now consist of rams, ewes, hoggets, 
and lambs. 


. A permanent change, either up or down, 
can occur in livestock prices. Then, 
unless these standard prices were 
changed (and this would be a contra- 
diction in terms) they would give a 
totally fictitious result. 

. Livestock can never be regarded as a 
fixed asset in the same sense as, say, 
land and buildings. Even the productive 
element is constantly changing. Its 
members are continually growing, dying, 
ageing, being culled, younger and im- 
mature replacements being added, etc. 
Standard cost entirely disregards these 
factors of life. 


Differential Standard Price 


This method, favoured by Stur- 
rock’? of England and Fippard’* of 
New Zealand, is a refinement of the 
standard price method. It provides 
for a standard price being set for 
each grade in a particular class of 
livestock, For example, the following 





. Sturrock, Farm Accounting & Management, 
1947, p. 84. 


- Malloch & Weston, Practical Farm Book- 
keeping & Costing, 3rd edn., 1953, p. 66. 


- Op. cit., p. 83. 


. N. B. Fippard, Farming Accounts in New 
Zealand, 1948. 
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standard prices (per head) may be 
set on the various grades of sheep:— 


SE eta ag in abe £15 
ES oc hak oe ec we £4 
Se ee sie ae om ae £3 
TN ae ee £2 
es agate aig sem ail £1 


The method overcomes several of 
the serious disadvantages of the 
normal standard price method, but 
the problem of permanent price 
changes and, to a certain extent, of 
the factor of life still remain. 


Present Value 


Applicable to depreciating fixed 
assets, this method values an asset 
at cost of reproduction at present 
values and by present methods less 
depreciation to date on that method. 
For example, if a tractor was pur- 
chased five years ago for £1,000 and 
has an estimated life of ten years, 
under the ordinary cost method its 
value would now appear as £500. 
However, under the present value 
method, if its cost were now £1,600, 
a total of £800 would be written off 
as depreciation and its value would 
appear as £800. 


Those who press for this method 
bring forward the following argu- 
ments :-— 


1. Depreciation should provide for replace- 
ments out of revenue rather than having 
to raise new capital. Thus depreciation 
must be charged on the basis of re- 
placement costs. 

Selling prices are based on current costs, 
which include depreciation on current 
prices of assets. 

Where the original cost of an asset is 
unknown, “present value” is the only 
feasible method of setting a valuation 
on it. 


On the other hand, the method has 
sone opposition on the grounds 
that :— 


1. The purpose of depreciation accounting 
is to spread the cost of an asset against 
revenue over the effective life of that 
asset, not to finance its replacement. 


. The method involves a successive re- 
valuation of assets based on changing 
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costs, resulting in varying profits and 
losses to revenue. Because “these may 
in fact hide the results of good or poor 
management, this method would tend to 
destroy the purpose of the record it- 
self.””14 

Further, the expense of making these 
successive revaluations would be quite 
considerable. 

. Great confusion would result to man- 
agement in having to deal with ever- 
changing bases of depreciation, and it 
would be easier to make appropriations 
from profits to cover rising prices. 


Expert Valuation 


A valuation made by an expert 
valuer gives sound on the spot values 
for land, buildings, farm machinery, 
and livestock. However, even if de- 
sirable, to have such a valuer make 
an inventory each year would be an 
extremely expensive undertaking 
without any commensurate return. 


An expert valuation is necessary 
on special occasions, however. If the 
farmer desires to introduce a member 
of the family into partnership, either 


by way of gift or sale, such a valua- 
tion is necessary in order to avoid or 
to arrive at the amount of gift duty 


payable. To be perfectly safe, the 
same position arises in the case of a 
straight out gift or sale to a member 
of the family. Likewise, when the 
farmer dies, an expert valuation is 
required for probate purposes. 


There is one form of expert valua- 
tion which is made at fairly regular 
intervals and which is carried out 
without charge to the farmer con- 
cerned. This is the valuation of land 
and improvements carried out in all 
areas in lines similar to that con- 
ducted by the Valuer-General over 
the greater part of New South Wales. 
These valuations, although taking 
current conditions into consideration, 
are conservative in nature. Such 
valuations will be discussed further 
in dealing with the application of 
valuations to land and buildings. 





14. D. R. Mitchell, op. cit., p. 15. 
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Farm Price 


Widely advocated by many Ameri- 
can accountants for the valuation of 


livestock and saleable harvested crops 
and other produce, this method of 
valuation consists of market price 
less estimated costs of selling. Its 
advocates make the following claims 
for this method :— 


1. Because of the difficulty of determining 
cost of production, and of the readily 
available market for farm products, this 
method gives a reliably objective valua- 
tion not otherwise obtainable. 


Further, it provides for a better match- 
ing of costs and incomes. The costs, 
although precisely unascertainable, 
were actually incurred in producing 
certain products to a certain degree of 
growth at inventory time. Since those 
products could have been readily sold 
at that time, any rise or fall in price 
after that date results from a matter 
of policy and not necessity. 


. This method recognises the factor of 
life in livestock. It involves the “recog- 
nition of appreciation since animals be- 
come more valuable with increasing age 
up to a certain point’’.15 


Also, it recognises that the value of 
such natural growth is not “directly 
attributable to the costs of care and 
cultivation nor in proportion to such 
costs.”16 Thus, this method is more 
in line with actual facts. 


. It provides a farmer with useful man- 
agement planning data, which is lack- 
ing in the more dogmatic and unreal- 
istic methods. 


The main opposition to this method 
is based on the following grounds:— 


1. It takes elements of profit into con- 
sideration before they are realised. 


Profits and losses on breeding stock, 
which are retained over a number of 
years, are taken into consideration. 





15. Accountants’ Handbook, 3rd edn., 1947, 
p. 578 
16. R. B. Kester, Advanced Accounting, 4th 


edn., 1946, p. 182 


(To be continued in the September issue) 
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TAXATION 


INCOME TAX ON DIVIDENDS 


No. 1. 


E purpose of this article is to 

summarise the provisions of the 
income tax law relating to dividends. 
This subject will be covered in three 
parts, as follows: 


1. Dividends received by residents of 
Australia from companies resi- 
dent in Australia. 


. Dividends received by residents 
of Australia from non-resident 
companies, and dividends from 
resident companies received by 
non-resident shareholders. Special 
provisions. 


. The effect of agreements for the 
avoidance of double taxation, in 
relation to dividends. 

Parts 2 and 3 will appear in subse- 

quent issues of The Australian Ac- 

countant. 


General Provisions 


Section 6 of the Income Tax Assess- 
ment Act states that “dividend” in- 
cludes: 

(i) any distribution made by a com- 
pany to its shareholders whether 
in money or other property, and 

(ii) any amount credited to them as 
shareholders, and 

(iii) the paid-up value of shares dis- 
tributed by a company to its 
shareholders to the extent to 
which the paid-up value repre- 
sents a capitalisation of profits 

but does not include a return of paid- 
up capital or a reversionary bonus 
on a policy of life insurance. 

The assessable income of a share- 
holder who is a resident of Australia, 
includes dividends paid to him by a 
company resident in Australia out of 
profits derived by the company from 
any source (Section 44). 


The Australian Accountant, August, 1958 


By D. C. WILKINS, B.COM., A.A.S.A. 


“Dividends paid” are included in 
assessable income; but “paid” in re- 
lation to dividends, includes credited 
or distributed (Section 6). There- 
fore, the declaration of a dividend as 
such does not involve the inclusion of 
the dividend in the shareholder’s 
assessable income, but when it is 
paid, or credited to shareholders’ 
accounts, the recipients will be sub- 
ject to tax. 


Bonus Shares 


In the absence of special provisions 
bonus shares are to be included in a 
shareholder’s Australian assessable 
income, as they are covered by the 
definition of “dividend” above and 
they are “credited” to the sharehold- 
ers. In this respect the Australian 
tax law differs from that of the 
United Kingdom; in the U.K. bonus 
shares are not subject to tax in the 
hands of shareholders receiving them 
(Inland Revenue Commissioners v. 
Blott (1921) 2 A.C. 171). 


Certain classes of bonus shares are, 
however, specifically excluded from 
the shareholder’s assessable income. 
Section 44 (2) (b) (iii) provides that 
the assessable income of a share- 
holder shall not include dividends 
paid “wholly and exclusively out of 
... profits arising from 


(i) the revaluation of assets not 
acquired for the purpose of re- 
sale at a profit or 


(ii) the issue of shares at a premium 
if the dividends paid from such 
profits are satisfied by the issue 
of shares of the company declar- 
ing the dividend.” 


It is worth observing that the 
bonus issue must be of shares of the 
company declaring the dividend. A 
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dividend from assets revaluation re- 
serve, or from share premium re- 
serve, involving the distribution of 
shares in another company, would 
not qualify for the exemption. 


The revaluation of assets acquired 
for the purpose of re-sale at a profit 
cannot create a fund from which an 
exempt distribution of bonus shares 
can be made. For example, if it has 
been established that an “invest- 
ment” company should be classed as 
a share-dealing company, to the effect 
that profits on sale of shares, etc., 
are to be included in the company’s 
assessable income, and losses deduct- 
ed therefrom, a bonus issue of shares 
made out of a reserve created by the 
revaluation of such shares would not 
be exempt in the shareholders’ hands. 


The assets revaluation reserve 
from which an exempt distribution 
of bonus shares can be made should 
result from a reasonable revaluation, 
although it is not necessary for the 
assets to be revalued to their full 
market value. If the revaluation is 
bona fide, it should not be questioned, 
despite the fact that the major pur- 
pose of the revaluation may be to 
arrange an exempt bonus share issue. 


A premium resulting from the 
issue of shares is not included in the 
assessable income of the company 


receiving it. Dividends paid there- 
from are, however, exempt to share- 
holders only if satisfied by the issue 
of bonus shares. 


Cash or specie dividends paid out 
of assets revaluation reserve, or 
share premium reserve, do not there- 
fore qualify for the exemption men- 
tioned above, and are included in the 
recipient shareholder’s assessable in- 
come. 


Exempt Dividends 


Section 44 provides for the exemp- 
tion of certain further classes of 
dividends. These provisions particu- 
larly relate to companies carrying on 
specified mining activities in Aus- 
tralia and New Guinea. 
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Assessable income of a shareholder 
does not include dividends paid 
wholly and exclusively out of: 


(i) income derived by a mining com- 
pany which is exempt under Sec- 
tion 23A. This Section provides 
for the exemption of 20% of the 
net income derived by a company 
carrying on mining operations in 
Australia which include the pro- 
duction of certain metals and 
— prescribed by regula- 

ion. 


(ii) exempt income (less losses and 
outgoings incurred in producing 
that exempt income) derived by 
a gold mining company operat- 
ing in Australia or New Guinea. 


(iii) income (less expenditure) de 
rived by a uranium mining con- 
pany which is exempt under Sec- 
tion 23D. 


(iv) exempt income derived by a 
company carrying on petroleum 
mining operations in Australia 
and New Guinea. 


Dividends paid wholly and exclus- 
ively by a company out of exempt 
gold mining dividends received by 
that company are also exempt from 
tax. Similar provisions apply to divi- 
dends paid by a company interposed 
between a petroleum mining company 
and the recipient shareholder. 


Section 107 provides also for the 
exemption of dividends paid before 
1 January 1963 out of— 


(i) income of years to 30 June 
1947 which had been subject to 
undistributed profits tax, 


(ii) income of years ended 30 June 
1948 to 30 June 1951 which 
had been subject to undistributed 
profits tax less the amount of 
undistributed profits tax payable 
thereon. 


For the year ended 30 June 1952 
and subsequent years private com- 
panies have been subject to undis- 
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tributed profits tax at the flat rate of 
10/- in the £ on the calculated “undis- 
tributed amount”. The remaining 
10/- in the £, if distributed to share- 
holders, is not exempt in their hands. 


Shares Purchased Cum-Dividend 


Dividends received by the pur- 
chaser of shares bought cum-div. are 
assessable income to the recipient, 
even though the price paid for the 
shares was calculated having regard 
to the dividend shortly to be declared. 
The purchaser is the owner of the 
shares, and so is entitled to the divi- 
dend. 

Conversely, the seller who received 
a price for the shares sold which in- 
cluded an amount calculated as ac- 
crued dividends is not subject to tax 
on that amount as dividends; it rep- 
resents part of the sale price. 


Rebates 


Dividends received by companies 
which are residents of Australia are 
subject to rebate under Section 46. 
Individual shareholders are not en- 
titled to any rebate on dividends re- 
ceived. 

The rebate granted to resident 
company shareholders is allowed on 
all dividends included in taxable in- 
come, whether received from Austra- 
lian or ex-Australian companies. The 


calculation of the rebate is made by 
applying the average rate of tax to 
the amount of the dividends included 
in the taxable income; the average 
rate of tax is the amount of primary 
company tax (that is, before the al- 
lowance of any rebates) divided by 
the taxable income. 


Distribution by Liquidators 

Section 47 provides that “distribu- 
tions to shareholders by a liquidator 
in the course of winding up the com- 
pany to the extent to which they 
represent income derived by the com- 
pany” shall subject to specified con- 
ditions be deemed to be dividends 
paid to the shareholders out of profits 
derived by the company. If the dis- 
tribution is to be so treated as a divi- 
dend and assessable to the share- 
holder, it must represent income de- 
rived by the company. Distributions 
made by the liquidator out of profits 
which were not “income” to the com- 
pany are not therefore subject to tax 
in the shareholders’ hands. 


If a dividend is paid out of capital 
rofits by the company before liqui- 
ation, it would be assessable to the 

shareholder, but if a distribution out 
of such profits is made by the liqui- 
dator, it is not deemed to be a divi- 
dend, and therefore not assessed to 
the contributory. 





NOTES ON SELECTED TAX CASES 


SERVICES RENDERED OUT OF 
AUSTRALIA 


Salary earned by an Aus- 
tralian resident visiting New 
Zealand and performing services 
in that country was held to be 
derived from sources in New 
Zealand (Section 23 (q) of the 
Income Tax Assessment Act). 


The taxpayer, who was at all times 
aresident of Australia, was employed 
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by a company which carried on busi- 
ness in various States of Australia, 
and also in Fiji and New Zealand. 
Since 1943 he had spent two or three 
weeks each year in New Zealand, 
employed as the company’s inspect- 
ing engineer. 


Late in 1950, the taxpayer was 
sent to New Zealand, and stayed 
there for seventeen days performing 
his normal duties. The salary earned 
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by him for that period was £110 and 
was included in two monthly pay- 
ments which were credited to his 
bank account in Sydney. 


Section 23 (q) of the Income Tax 
Assessment Act exempts from tax 
any income which is derived by a 
resident of Australia from sources 
out of Australia, where that income 
is “not exempt” from tax in the 
country from which it is derived. 


The question at issue in the case 
of Federal Commissioner of Taxation 
v. French 7 A.1.T.R. 76, was whether 
the provisions of Section 28 (q) 
applied to exempt the income earned 
by the taxpayer during his seven- 
teen days’ employment in New 
Zealand. 


It was agreed by the Commissioner 
and the taxpayer that the amount of 
£110 was “not exempt from income 
tax” in New Zealand. In fact, how- 
ever, no New Zealand tax had been 
assessed because the income earned 
there was below the minimum tax- 
able income. But the fact that tax 
had not been charged in New Zealand 
did not make the income exempt 
from New Zealand tax. 


The High Court therefore had to 
consider whether the salary paid to 
the taxpayer in respect of the period 
during which he performed services 
for his company in New Zealand was 
derived from a source out of Aus- 
tralia. 


The amount involved in the appeal 
was small; the action appeared 
therefore to be a test case which was 
brought to decide whether the source 
of income earned is the place where 
the services are performed, or the 
place where payment is made. 


Previous decisions of English 
courts had generally concluded that 
in the case of employment the 
locality of the source is not the place 
where the activities of the employee 
are exercised but the place where the 
contract is entered into, or where 
payment is made. 
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It was pointed out in this appeal, 
however, that in dealing with the 
matter for the purposes of United 
Kingdom income tax, it is neces. 
sary to attribute a locality to the 
“employment”, for the employment 
is the source of the income. On the 
other hand, the Australian Income 
Tax Act contemplates some activity, 
event or thing which can be regarded 
as the source of the income, and that 
has to be decided by a practical con- 
sideration of the circumstances. 


By a majority, the Court concluded 
that the locality of the source of the 
income was the place where the 
duties of the employment were per- 
formed. It was considered that 
decisions on the subject which had 
been governed by the provisions of 
the United Kingdom Income Tax Act 
did not provide a solution in the 
present problem, where the pro- 
visions of the Australian Income Tax 
Act were under consideration. In this 
respect, the statutes of the two 
countries are widely different. 


It was observed that it is the per- 
sonal exertion which produces the 
income, and the real source of the 
income in any practical sense, must 
be the place where the personal exer- 
tion takes place. Taylor J. stated that 
if he was compelled to select as the 
source of an employee’s remuneration 
either the locality of the contract of 
service, the place where the re- 
muneration ' payable, or the place 
where the services are performed, he 
would conclude that, in the absence 
of special circumstances, the third 
element should be chosen. 


In brief, therefore, the decision of 
the Court meant that the taxpayer 
was not subject to Australian tax 
on the income earned by him during 
the seventeen days of his employ- 
ment in New Zealand, because the 
source of the income was New 
Zealand, and the income so earned 
was “not exempt” from tax in that 
country. 
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PURCHASE OF DEPRECIATED 
PROPERTY : 


The Board of Review decided 
that depreciation should be 
aHowed on the actual considera- 
tion paid for depreciated pro- 
perty purchased by one company 
from another which was under 
its control. 


Section 60 (1) of the Income Tax 
Assessment Act provides generally 
that the purchaser of an item of de- 
preciated property should not be 
allowed any greater deduction for 
depreciation than would have been 
allowed to the seller if he had 
retained the property. It is then pro- 
vided that if the seller is taxed on 
the excess of sale price over tax 
written down value (up to cost), 
that is, on recouped depreciation, 
then the purchaser will be allowed 
depreciation on the sum of the seller’s 
written down value plus the recouped 
depreciation. 


The effect of the above would be 
that the purchaser cannot obtain 
depreciation allowances on the excess 
of the purchase price of the item of 
property over the amount which 
represented the cost price of the 
item to the seller. 


Then Section 60 (2) provides that 
Section 60 (1) “shall not apply where 
the Commissioner is of the opinion 
that the circumstances are such that 
depreciation based on t)¢ actual con- 
sideration given should Se allowed”. 


It is apparently intended that Sec- 
tion 60 (1) should be applied where, 
for example, a company owning de- 
preciable assets is reconstructed by 
the formation of a new company 
which takes over those assets at a 
value in excess of cost to the vendor 
company; this has the effect of writ- 
ing up the assets in the books of the 
hew company. The Commissioner, by 
not adopting the view that the cir- 
cumstances are such that deprecia- 
tion based on the actual consideration 
given should be allowed, could thus 
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allow the provisions of Section 60 (1) 
to govern the case, and the deprecia- 
tion to be allowed to the purchaser 
company would then be calculated on 
an amount not exceeding the cost of 
the assets to the vendor company. 


It is probably true to say, however, 
that the application of Section 60 (1) 
is rare; usually the purchase and sale 
of depreciable assets is at arm’s 
length, and the purchase price is the 
amount on which depreciation allow- 
ances are calculated. 


In 7 C.T.B.R. (N.S.) Case 7 the 
Board of Review had to consider 
whether ‘Section 60 (1) was cor- 
rectly applied. The taxpayer was a 
public company which owned ap- 
proximately 98.5% of the issued 
capital of another company. This 
latter company sold to the taxpayer 
company land on which was a factory 
building. Part of the building was 
integral with plant, and therefore to 
this extent it represented an asset 
on which depreciation was allowable. 


It was stated that the vendor com- 
pany no longer needed the building 
because it had previously acquired 
new factory premises, and that the 
taxpayer company required the build- 
ing because it wished to expand its 
manufacturing activities. 


The Commissioner had taken the 
view that because the taxpayer com- 
pany owned most of the shares of the 
vendor company, there was a direct 
relationship between the sharehold- 
ers’ interests in the assets of the tax- 
payer company and those of the ven- 
dor company, and the opinion should 
not be formed that depreciation 
should be allowed on the basis of 
actual consideration. 


On the other hand, the taxpayer 
company contended that their pur- 
chase of the factory building was a 
normal commercial transaction for 
cash, and as there was a minority 
shareholder in the vendor company, 
his interests had to be considered, 
and therefore the transaction had to 
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be conducted as if the parties were 
at arm’s length. Incidentally, the 
price paid was the current market 
value. 


By majority, the Board decided 
that depreciation on the asset con- 
cerned based on the actual considera- 
tion given should be allowed. It was 
considered that the asset was not 
acquired by the taxpayer company as 
part of an absorption of the business 
carried on by the vendor company, 
but for the purpose of its use by 
the taxpayer company in its own sep- 
arate manufacturing activities. The 
fact that the vendor company was not 
a wholly owned subsidiary of the tax- 
payer company was taken into ac- 
count in arriving at the majority de- 
cision. 


GIFTS FOR HUNTSMAN: 


Gifts made voluntarily at Christ- 
mas to a huntsman were asses- 
sed as income to him (United 
Kingdom Income Tax) 


The duties of the huntsman of a 
hunt club were the feeding of the 
hounds, management of the pack and 
kennels, and “finding foxes and get- 
ting the hounds on to them”. 


It was the custom for gifts to be 
made by members to the huntsman, 
usually at the Boxing Day meet. The 
huntsman was obviously held in high 
regard, but it was apparent that the 
gifts had their origin in the way he 
performed his duties. 


In the United Kingdom, income tax 
under Schedule “E” of the Finance 
Act is charged on a person having 
or exercising an office or employment 
in respect of all salaries, fees, wages, 
perquisites or profits whatsoever 
therefrom for the year of assessment. 
Where the payment made is volun- 
tary, the test imposed is whether, 
looked at from the standpoint of the 
recipient, it comes to him by virtue 
of the office or employment, that is, 
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because of the performance of the 
particular duties involved. 


Upjohn J., in Wright v. Boyce (In. 
spector of Taxes) (1958) 1 All ER, 
864 said: “Considering the matter 
from the unsympathetic point of view 
of everybody having to pay tax on 
what he earns, it seems to me that 
the taxpayer really earned as hunts- 
man successively first of all his salary 
and secondly the customary collection 
which was made for him at Christ- 
mas or Boxing Day .. . I regret the 
result in this case, just as I have 
regretted similar results in the past 
in the cases of the clergyman’ 
Easter offerings, because it is very 
much against the wishes of those 
who made the presents that the tax- 
payer should have to pay tax on them 
instead of having them without de- 
duction as money that he could spend. 
But if the parson has to pay tax on 
his Easter offering, if the taxi driver 
has to pay on his tips and if the 
waiters have to pay on their tips 
from the customers, I feel bound to 
hold that the gifts received by the 
huntsman are assessable”. 


REPAIRS—CAPITAL OR NOT: 


The Board of Review has re- 
cently considered a number of 
cases which required a deter- 
mination of whether amounts 
expended on “repairs” were 
allowable under Section 53, or 
were of a capital nature. 


7 C.T.B.R. (N.S.) Case 32: 

The taxpayer company used the 
basement of its business premises as 
a storeroom. The origina! floor of 
the basement consisted of flagstones, 
over which was a wooden floor 
attached to floor joists. This wooden 
floor, which had been in position for 
nearly 40 years, was subject to dry 
rot and was attacked by white ants. 


Over the years, the floor was re 
paired by replacing the affected 
parts. Then in 1954 a large section 


The Australian Accountant, August, 1958 





of the wooden floor was removed and 
replaced by a concrete surface laid 
directly on the flagstones, and in the 
passageways and corridors Ormon- 
oid floor covering was added. The 
cost of the concrete surface was less 
than the quote for a new wooden 
floor. 


At the Board hearing, it was men- 
tioned that on many occasions, 
Boards of Review had held that re- 
pairs should be allowed, although for 
some reason or another, new mate- 
rials had been substituted for old. In 
the present case, it was considered 
that the reconstruction of the floor, 
by installing the concrete surface, 
was not the replacement of an en- 
tirety, but “the replacement of the 
defective surface with what could 
perhaps be described as, in the case 
of basements, a modern equivalent”. 
Accordingly, the Board held that 
“both in degree and in kind” the 
work done was a repair of a non- 
capital nature, and consequently was 
allowable under Section 53. 


7 C.T.B.R, (N.S.) Case 33: 


The taxpayer company’s shop was 
divided from another by a party wall. 
The front wall of the shop next door 
was in a dangerous condition of dis- 
repair; it had been necessary to shore 
up the front to avoid collapse. Then 
the cantilever awning in front of 
both shops had to be removed be- 
cause it was dangerous to the public. 
Later still, the party wall was 
affected by heavy rains which accen- 
tuated a settling of the wall which 
had previously been evident. 


As a consequence of all this serious 
deterioration of the property, the tax- 
payer company agreed with the 
owner of the adjoining shop to re- 
store the shop fronts. While the work 
was under way, it was found neces- 
sary to demolish and reconstruct the 
party wall, the front wall and the side 
wall, and the wooden flooring on the 
first floor had to be removed and re- 
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placed with new materials. The new 
shop front was a distinct improve- 
ine and accorded with modern stan- 
dards. 


The taxpayer company expended a 
total of £2,619. Apart from certain 
specified amounts described as im- 
provements, such as pile driving, the 
new awning, steel window frames, 
etc., the company claimed that the 
work done was of the nature of re- 
pairs, rather than “modernisation 
and improvement”. The rebuilding 
of the party wall, it was submitted, 
was a repair in the only way possible, 
and the only way in which the front 
wall could be repaired was by de- 
molishing and reconstructing it. 


The Commissioner considered that 
the scope of the work was such as 
to take it outside the realm of re- 
pairs. The Board _ substantially 
agreed, being of the opinion that 
“because of the nature of the restora- 
tion and the considerable degree of 
improvement and modernisation 
effected the total expenditure was of 
a capital nature”. Consequently, no 
part of the amount expended was 
allowed as repairs. 


7 C.T.B.R. (N.S.) Case 57: 


The taxpayer was the lessee of 
shop property, in which a retail hat 
business was conducted. In front of 
the shops was a pillared verandah, 
which had to be removed by order of 
the Melbourne City Council as it was 
no longer permitted by law. 


Subsequently a cantilever type ver- 
andah was constructed, and it was 
the expenditure on this work that 
was the subject of the claim for re- 
pairs. The taxpayer stated that the 
old pillared verandah had been in 
need of repair, and therefore the new 
verandah was a repair item; alter- 
natively the expenditure on the can- 
tilever verandah was an ordinary 
running expense. 


The Board of Review considered 
that the fact that the old verandah 
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was in need of repair was not rele- 
vant to the question whether the ex- 
penditure on the new verandah con- 
sisted of repairs. Also, Section 51 
was not applicable. The erection of 
the cantilever type verandah was held 
to be of a capital nature, and so not 
allowable as repairs. 


7 C.T.B.R. (N.S.) Case 58: 


The taxpayer owned a shop and 
dwelling, which was let to tenants, 
in a town where the only water ser- 
vice was obtained from tanks or un- 
derground wells. The walls of the 
well on the property, which was lined 
with bricks, had partly collapsed, 
and it was decided that to repair it 
would be too dangerous. 


A new well lined with concrete 
piping was then constructed a few 
yards from the old one. Apart from 
this improved lining the wells were 
similar. 


The taxpayer claimed that the con- 


struction of the new well was “the 
repair of a part of the profit-making 
subject-matter”. The Commissioner 
contended that the well represented 
“a replacement of an entirety of a 
clearly divisible part of the profit- 
making undertaking and therefore 
was of a capital nature”. 


By a majority, the Board of Re- 
view held that what was done was 
the complete replacement of the 
entirety (the well) and thus the re- 
placement represented expenditure of 
a capital nature. 


The dissentient member considered 
that the expenditure was not the re- 
placement of an entirety, that the 
land is the entirety, and the well is 
a subsidiary part of it. Secondly, 
the well was “physically, commer- 
cially and functionally” inseparable 
from the premises. Thirdly, the 
nature of the work done in relation 
to the profit-yielding subject was not 
significant. For these reasons he was 
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of the opinion that the construction 
of the well was in the nature of main. 
tenance costs of the property. 


+ + + 


The following extract from the 
judgment of Buckley L. J. in the 
United Kingdom case of Lurcott y, 
Wakely & Wheeler (1911) 1 KB. 
905 should be of interest in consider- 
ing the decisions on the cases re 
ferred to abové: “ ‘Repair’ and ‘te 
new’ are not words expressive of a 
clear contrast. Repair always in- 
volves renewal; renewal of a part; 
of a subordinate part. A _ skylight 
leaks; repair is effected by hacking 
out the putties, putting in new ones, 
and renewing the paint. A roof falls 
out of repair; the necessary work is 
to replace the decayed timbers by 
sound wood; to substitute sound tiles 
or slates for those which are cracked, 
broken or missing; to make good the 
flashings and the like. Part of a 
garden wall tumbles down; repair is 
effected by building it up again with 
new mortar, and, so far as necessary, 
new bricks or stone. Repair is re 
storation by renewal or replacement 
of subsidiary parts of a whole. Re 
newal, as distinguished from repair, 
is reconstruction of the entirety, 
meaning by the entirety not necessar- 
ily the whole but substantially the 
whole subject-matter under dis- 
cussion”’. 


+ + + 


BUSINESS AND THE FARM. 
From “Punch” Almanac 1958: 


Did you know that: At the time of 
the latest available records (Annual 
Abstracts of Statistics, 1957) 8,461 
businessmen with incomes of £5,000 
a year and over were also listed as 
farmers with only one cow, less that 
six poultry and no taxation problem 
to speak of. 
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AUSTRALIAN 
PUBLIC COMPANY FINANCE, 1956-57 


By A. R. HALL, Fellow in Economics 
The Australian National University, Canberra 


HE following tables and the com- 
mentary on them are a continua- 
tion of the series which appeared in 
my Australian National University 
Monograph Australian Company 
Finance: Sources and Uses of Pub- 
lic Companies 1946-55 (Canberra, 
1956) and in the August, 1957 is- 
sue of The Australian Accountant. 
They will be the concluding set of 
figures in this series as, since the 
completion of last year’s figures, the 
Commonwealth Bank has begun pub- 
lishing in its company supplement to 
its Statistical Bulietin, October, 1957, 
aggregate series of sources and uses 
for a much larger group than the 100 
large companies analysed here. 

As in 1955-6, the first feature of 
the 1956-7 uses of funds table which 
catches the eye is the high level of 
gross investment in fixed assets. The 
rate of increase was, however, much 
smaller than in the previous year 
and, in fact, when this relatively 
small increase is combined with the 
decline in stocks it would appear that 
gross investment in fixed assets and 
stocks was barely maintained at the 
level of the previous year. A level- 
ling out of company activity in 1956-7 
is also indicated by the decline in the 
giving and receiving of trade credit. 
In the financing of this pattern of 
asset formation 1956-7 saw the con- 
tinuation of trends in company 
finance which have been apparent 
since 1951-2, namely, increased re- 
liance on internal sources of funds, 
especially depreciation provisions; 
moderate use of the new issue mar- 
ket; a significant recourse to long- 
term debt; and negligible use of bank 
ot eataaaaaaas a small net repay- 

ent. 
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In 1955-56, the aggregate move- 
ment reflected fairly faithfully the 
general behaviour of the 100 com- 
panies. This, however, is hardly the 
case in 1956-7. Individual company 
experience seems to have been much 
more variable. This significantly 
affects the aggregate picture in at 
least four important respects. First, 
of the £18.4m. increase in stocks for 
the 100 companies £14.4m. was ac- 
counted for by three companies each 
of which increased their holdings by 
over £4m. They were B.H.P., C.S.R. 
and British Tobacco. The move- 
ments of Colonial Sugar’s accounts 
were also unrepresentative in that it 
reduced its outstanding trade credit 
by £5.5m. while B.H.P. and British 
Tobacco further distorted the gen- 
eral picture by accounting for 
£11.8m. (£8.4m. and £3.3m., respec- 
tively) of the £30.9m. raised by share 
issues (including share premiums). 
Finally General Motors-Holdens ran 
down its cash holdings by £7.3m., 
which meant that other companies, in 
general, added to their cash rather 
than reduced it as would appear to 
be the case from the aggregate fig- 
ures. 

When these large individual com- 
pany movements are taken into ac- 
count, the general picture that 
emerges is one in which there was a 
high level of gross investment in 
fixed assets, virtually no net accumu- 
lation of stocks and a significant de- 
cline in the use of trade credit. These 
movements were financed predomi- 
nantly from internal sources of 
funds. There was slightly greater 
use of the new issue market for share 
issues than had been the case in the 
preceding four years (i.e., roughly 
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18% as compared with 13% of 
total net sources of funds). Aggre- 
gate bank overdraft was reduced 
slightly and, in general, there was a 
small build up of holdings of cash. 
There was some falling off in the use 
of long term debt, a trend which is 
not in conformity with the aggregate 
movements described in the Bureau 
of Census & Statistics figures for 
new money raisings by listed com- 
panies. Until the Bureau publishes 
an industry break-down of these fig- 
ures, however, it is impossible to de- 
termine how far this difference re- 
presents differences in the behaviour 
of large and small trading and manu- 
facturing companies and how far 
differential industry uses of long 
term debt—in particular concentra- 
tion on debt financing by the hire 
purchase companies. 

Similarly it is difficult to be pre- 
cise about the reasons for this par- 
ticular pattern of sources and uses of 
funds. How much, for instance, does 


the falling off of the rate of invest- 


ment reflect a temporary decline in 
investment outlets and how much a 
weakening of business confidence as 
indicated by the movements in trade 
credit? What is the relative impor- 
tance of tight bank credit, import 
controls and realised business men’s 
intentions in determining the low 
level of stocks? In considering these 
questions it must be remembered that 
most of the accounts relate to a 
period which should not have been 
significantly affected by fears of 
drought, declining wool prices and 
rising unemployment. 

It has not been possible to exam- 
ine the experience of individual in- 
dustries in detail. Some features at 
this level have, however, been noted. 
These are: that the expansion in 
gross investment in fixed assets was 
concentrated in three industries— 
iron and steel, vehicles and chemicals; 
that there was no clear-cut pattern 
of movement in stocks at the indus- 
try level except in the case of vehicles, 
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most of the firms in which had some 
success in reducing the excess hold. 
ings built up in the previous year; 
and that the reductions in bank over. 
draft were concentrated in the manv- 
facturing sector. 

Despite the fact that the two series 
are compiled on a slightly different 
basis, the 100 companies profit and 
loss account figures for 1956-7 are in 
line with those of the 900 companies 
analysed by The Australian Finan- 
cial Review (6 February, 1958). In 
both groups the published figures in- 
dicate that while aggregate profits 
continued to rise, the rates of profit 
calculated either on capital or on 
shareholders’ funds declined. The 
qualification “published” has been 
used advisedly. As the Review pointed 
out there are good grounds for be 
lieving that profits were understated 
in the published returns for 1956-7, 
There is evidence in the accounts of 
the 100 companies that they were 
understated more than is usually the 
case. Thus in a year in which there 
was a reduction in the rate of com- 
pany taxation which quite a few 
companies were able to take advan- 
tage of in their accounts, the propor- 
tion of “gross” profit (i.e., deprecia- 
tion provisions + taxation provisions 
+ “net” profit) taken by taxation 
rose from 32.2% to 33.2%. 

This movement may appear to be 
small but, as the following calcula- 
tion indicates, this is not the case. 
Thus if the amount of taxation pro- 
vided is taken to be correct but if 
it, in fact, only accounted for 31% 
of “true” gross profit (i.e., if the 
true proportion had fallen by 1% 
rather than risen by 1%), then, as- 
suming no change in depreciation, 
net profit would have been £75m. 
and not £63.5m. and the rate of re 
turn on shareholders’ funds would 
have risen to 10.8% and not fallen 
to 9.3%. This calculation is not 
meant, of course, to imply that pro- 
fits were under-stated by £12m. in 
1956-7. It is meant to show, how- 
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ever, that it is not difficult to believe 
that there was substantial under- 
statement in this year. It is a pity 
that company practice in reporting 
profits should be such as to cast 
doubt on the whole framework of 
such an analysis as is attempted here 
(for if profits are substantially 
understated it means that retained 
profits have been understated and 
that creditors may have been over- 
stated and stocks and debtors under- 
stated) and hence on the usefulness 
of this type of analysis for under- 
standing and interpreting company 
activity. 


Given these reservations it is 
nevertheless still pleasing to see that 
the movements in the 100 companies 
series for once seem to be in line 
with the estimates made by the 
national income statisticians of 
changes in gross fixed investment and 
in non-form stocks. In the 1956-7 
White Paper it was provisionally es- 
timated that for the economy as a 
whole there had been a levelling off 
of gross fixed investment and ap- 
parently no net accumulation of 
stocks. As we have seen, the 100 
companies’ movement in gross fixed 
investment was roughly in conform- 


100 COMPANIES SERIES. 
Total Trade and Manufacturing. Profit and Loss Account 1952-7. 


(£m) 
1952-3 


1953-4 1954-5 1955-6 1956-7 


Profit and Loss Account 


86.1 
19.1 


Gross Net Profit 
Less Depreciation 


114.0 150.5 


25.7 


132.2 


31.6 


162.5 
45.1 





67.0 
32.0 


Profit Before Income Tax 
Less Income Tax 


100.6 
40.1 


88.3 
38.0 


117.4 
53.9 





Net Profit ' 
Tax Written Back 
Profit on Sale of Fixed Assets 
From Reserves 
oer .... .... 
Amounts Brought In 


34.9 


6 
30.2 


63.5 
; 5 
ol ‘ 1.6 
7 ‘ 4 
5 2 

712 


5 60.5 
1 


1 


0.3 
3.2 
6 
4 


8 
37.1 





Total Available 67.4 


49.3 
92.4 1122 137.4 





Profit and Loss Appropriation 


19 
19.5 


Preference Dividends 
Ordinary Dividends 


Acceunt 
2.1 


33.0 





Total Dividends 21.4 
To Reserves . 8.6 
To Staff Pension Funds 3 
Tax Adjustment (a) 
aE A 
Carried Forward 36.7 

67.4 


35.1 
17.1 


3 
(a) 
9 
58.8 


= o9] oo 

=e. . Sim te 
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Total Available 


112.2 


— 
ho 


to 





Rate of Dividend on Preference 
Shares ... 

Rate of Dividend on Ordinary 
Shares 
Shareholders’ Funds (£m) . 
Rate of Total Dividends 

Shareholders’ Funds 
Rate of Net Profit on Share- 
holders’ Funds “ 
Ratio of Total Dividends to Net 
Profit .... . ee sea sis 


6.1 


7.9 
448.1 


4.8 
7.8 
61.0 


on 


a 
a 


5.8 6.3 


11.4 
614.9 


6.1 
10.2 
60.0 


10.5 
681.2 


5.7 
9.3 
61.0 


10.6 
502.0 


5.5 
10.0 
55.0 


11.7 
554.3 


6.3 
10.9 
58.0 


NOTE. The discrepancy between the amount ‘‘carried forward’’ im 1954-5 and that 
“brought in’’ in 1955-6 is due partly to the inclusion of the retained earnings of companies taken 
ever during 1955-6 and partly to transfers from ‘‘reserves’’ to ‘‘profit and loss carried forward’’. 


(a) Less than £50,000. 


Sub-totals and totals may not add up exaetly because of rounding. 
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ity with this picture. At first glance 
the 100 companies’ aggregate move- 
ment in stocks suggests that there 
must have been substantial accumu- 
lation of stocks. On closer examina- 
tion it has been shown, however, 


that the bulk of this accumulation 
was accounted for by three com- 
panies. For the great majority of 
companies in this group there was 
also virtually no net accumulation 
of stocks. 


100 COMPANIES SERIES. 
Total Trade and Manufacturing. Net Sources and Uses of Funds 1952-7. 


(£m) 


1952-3 

Profit and Loss 
pS eee 6.7 13.1 
Reserves .... . 8.9 12.3 
Depreciation Provision _19.1 25.7 


Total Internal 
Ordinary Shares : 12.0 
Share Premiums i 
Preference Share 


Total Shares 


Total amen and 
Share 

Outside. Shareholders 
Debentures 
Mortgages ... 


Total Long-term 
Debt ag 7 


Creditors 

Tax Provision sans 

Dividend Provision . 

Bank Overdraft 

Inter - company 
Accounts 

Other Liabilities .... ... 


Total Sources 


1953-4 


1954-5 1955-6 1956-7 
9.9 


16.2 
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Net Fixed Assets .... 
Replacement mis 


Gross Fixed Invest- 
ment 
Intangible 
Subsidiaries 
Unlisted Securities .... 
Stocks ae 
Debtors 
Listed Securities 
Government Securities 
Cash tens: 
Inter - 
Accounts .... 
Other Assets 


company 


w 
to 
~ 


Total Uses .... 
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Note. Differences be- 
tween balance sheet 
and sources. and 
uses estimates of 
shareholders’ funds 
due to revaluations, 
mergers, etc. 


14.2 10.2 13.6 9.9 
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100 COMPANIES SERIES. 


Net Sources and Uses of Funds. Percentage Distribution, 1952-1957. 


Sources 
1952-3 1953-4 1954-5 
Profit and Loss 
Account 
Reserves .... ... 
Depreciation .. 


Total Internal 
Ordinary Shares 
Share Premiums 
Preference Shares 


Total Shares 


Total Shares and 
ela i 
Outside Shareholders 
Debentures 
Mortgages 


Total Long-term 
” 


Creditors 

Tax Provision 

Dividend Provision 

Bank Overdraft .... 

Inter . company 
Accounts 

Other Liabilities 

Intangible ... 

Unlisted Securities 

Stocks ; 

Government Securities 

Cash 

Inter - company 
Accounts 5 


1955-6 


9.8 
25.2 


2a to 


1956-7 





Total % 100.0 100.0 100.0 





Total Amount (£m) 103.8 112.4 130.7 
Uses 
1952-3 1958-4 1954-5 

Creditors 2. 
Bank Overdraft 26. 10.0 
Inter - company 

Accounts .... ek 
Other Liabilities 
Net Fixed Assets 
Replacement . 


Gross Fixed Invest- 
ment ... 
Intangible .. 
Subsidiaries 
Unlisted Securities 
Stocks . a 
Debtors 
Listed Securities 
Government Securities 
Cash Da 
Inter - company 
Accounts 
Other Assets 3 2 


Ts 


‘ nd wt i R 
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~ 
or 
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Total % 100.0 100.0 





Total Amount (£m) 103.8 112.4 
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SURVEY OF 100 COMPANIES, 1956-57 


Aggregate Balance Sheets and Sources and Uses of Funds 1956-57. 























HE following tables are a con- mentioned work. Here it is only N 
tinuation of the series which ap- necessary to mention that the series \ 
peared in my Australian National has been adjusted to take account of 
University Monograph Australian bonus issues, revaluations and book P 
Company Finance: Sources and Uses — entries of various types; that steps 
of Funds of Public Companies 1946- _ have been taken to eliminate the ac- N 
55. (Canberra, 1956) and in The quisition of existing assets involved ; 
Australian Accountant, August, in take-overs; that an attempt has F 
1957, pp. 334-44. been made to apply a uniform treat- C 
. al ment to depreciation provisions and A 
A detailed description of the provisions for the replacement of 
methods which have been employed fixed assets; and that the balance 
in deriving the sources and uses sheet year runs from December 1, 
series may be found in the above- 1955, to November 30, 1956. : 
T 
PROFIT AND LOSS ACCOUNTS BY INDUSTRY : 
(£000) C 
TRADE MANUFACTURING 2 
Retail Wholesale Total Bricks, Iron & 
Trade etc. Steel 
Profit and Loss Account é 
Number of Companies 12 9 21 6 1 
Gross Net Profit .... 13,968 7,896 21,864 9,376 28,511 
Less Depreciation .... . 2,471 1,490 3,961 3,555 12,010 
Profit before Income Tax 11,497 6,406 17,903 5,821 16,501 ? 
Less Income Tax 5,018 2,571 7,589 3,427 9,599 ( 
Net Profit .... .... .... ... 6,479 3,835 10,314 2,394 6,902 
Taxation Adjustment .... .... . 56 33 89 — 
Profit on Sale of Fixed Assets —6 165 111 
From Reserves ... : —_ 64 44 } 
DRE 30 45 —2 7 
Amount Brought In 1,818 5,299 2,250 
Total Available 5,709 15,976 4,798 
Profit and Loss Appropriation Account 
Ordinary Dividends to 3,610 2,031 5,641 1,992 
Preference Dividends 380 150 530 76 
Total Dividends 3,990 2,181 6,171 2,068 
To Reserves 1,380 1,000 2,380 714 
To Staff Funds .... . 20 82 102 _ 
Taxation Adjustment 72 — 72 1 q 
Other = —_ 74 74 — ( 
Amount Carried Forward 4,805 2,371 7,176 2,015 1,552 4 
Total Available .. tine 10,267 5,709 15,976 4,798 8,029 
Th 
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PROFIT AND LOSS ACCOUNTS BY INDUSTRY 


(£000) 
MANUFACTURING 


Food, 
Engineering Vehicles Drink, Breweries Rubber 
Tobac 


co 

Profit and Loss Account 
Number of Companies .... .... 13 11 8 3 
Gross Net Profit ...... .... .. 12,767 19,703 16,719 s 7,093 
Less Depreciation ... .... .... 2,945 3,247 4,039 ’ 1,966 


Profit before Income Tax .... 9,822 16,456 12,680 5,127 
Less Income Tax .... .... .. 4,040 6,833 5,657 . 2,303 


Net Profit 5,782 9,623 7,023 J 2,824 
Tax Provision Written Back 31 38 — 6 
Profit on Sale of Fixed Assets 218 —10 117 132 
From Reserves . —56 119 70 — 


Other .... b + © ee —58 44 — — 
Amount ‘Brought In ; 7,074 33,242 6,231 5,063 


Total Available ae hae 12,991 43,059 13,442 ; 8,026 














Profit and Loss Appropriation Account 
Preference Dividends 3,327 5,110 4,176 3, 1,232 
Ordinary Dividends . ae seis 291 132 255 44 214 


Total Dividends Bf sna 3,618 5,242 4,431 ’ 1,446 
1,330 216 1,626 ’ 125 


63 ae = = 


Tax Under-provided = 7 750 — —_— 
Other . 156 63 146 291 


Amount Carried Forward 7,819 36,789 7,239 ij 6,163 
Total Available 12,991 43,059 13,442 ‘ 8,026 











MANUFACTURING 
Clothing Newspapers Chemicals Total 
& & & Manufac- 
Textiles Paper Miscellaneous turing 


Profit and Loss Account 
Number of Comunaion bf 22 12 7 8 719 
Gross Net Profit .... .... 9,381 13,439 12,046 140,649 

Less Depreciation ... ... 2,332 4,688 3,465 g 41,186 


Profit before Income Tax 7,049 8,751 8,581 J 99,463 
Less Income Tax .... ; 3,135 4,067 3,734 46,290 


Net Profit .... 3,914 4,684 4,847 53,173 
Tax Provision Written Back 40 7 40 404 
Profit on Sale of Fixed Assets 48 177 g ¢ 1,436 
From Reserves .... .... 38 _— 304 
Other .... sath tone 3 91 — 150 
Amount ‘Brought im .... 3,701 2,076 65,909 


Total Available ... ... .... .... 7,747 7,034 , 121,379 


Profit and ase Appropriation Account 
Preference Dividends 084 2,997 2,932 30,459 
Ordinary Dividends 2004 347 190 1,891 


Total Dividends 2,378 3,344 3,122 2 32,350 
To Reserves .. .... .... ... 956 1,513 2,216 13,612 
Staff Funds .... .. see. ones 15 — — — 86 

















Tax Under-provided .... o — — — — 758 
Other 122 12 68 —- 868 


Amount Carried Forward . 4,276 2,165 3,515 550 73,706 
Total Available ... .... 7,747 7,034 8,920 1,452 121,379 
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NET SOURCES OF FUNDS BY INDUSTRY 


(£000) 
TRADE MANUFACTURING 
Retail Wholesale Total Bricks, Iron & 
Trade etc. Steel 
Profit and Loss Account 1,318 554 1,872 —235 541 
Reserves 1,125 1,027 2,152 714 4,270 
Depreciation Provision 2,471 1,490 3,961 3,555 12,010 





Total Internal 4,914 3,071 7,985 4,034 16,821 


Ordinary Shares 2,391 2,740 5,131 1,443 7,618 
Share Premiums 791 202 993 311 813 
Preference Shares —_— — — —33 — 


Total Shares 3,182 2,942 6,124 1,721 8,431 
Total Shares and Internal 8,096 6,013 14,109 5,755 25,252 
Outside Shareholders 465 —16 449 182 148 


Debentures — 65 65 630 _— 
Mortgages 2,007 2,218 219 400 




















Total Long-term Debt 2,007 2,283 849 400 
Creditors 1,456 1,781 —511 4,453 
Tax Provision 292 910 315 3,995 


Dividend Provision 166 323 86 176 
Bank Overdraft 2,290 2,739 674 —2,744 





Inter-company Accounts 4 43 47 313 3,180 
Other Liabilities 170 85 255 75 =~ 


Total Sources 14,945 7,950 22,895 7,736 34,860 








NET USES OF FUNDS BY INDUSTRY 


(£000) 
TRADE MANUFACTURING 
Retail Wholesale Total Bricks, Iron & 
Trade etc. Steel 
Net Fixed Assets 6,928 4,793 11,721 1,311 12,242 
Replacement 2,471 1,490 3,961 3,555 12,010 





Gross Fixed Investment 9,399 6,283 15,682 4,866 24,252 
Intangible —76 —139 55 = 


Subsidiaries a -— 
Unlisted Securities —8 —51 23 2,800 
Stocks 2,580 1,426 4,808 
Debtors é 3,322 646 1,011 
Listed Securities 51 998 769 1,644 
Government Securities —3 40 94 —2,209 
Cash ‘ 122 341 28 2,553 
Inter-company Accounts 78 —10 —181 _ 
Other Assets —25 132 8 _ 


Total Uses 14,945 7,950 22,895 7,736 34,860 
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NET SOURCES OF FUNDS BY INDUSTRY 


(£000) 
MANUFACTURING 
Engineering Vehicles Drink, Breweries Rubber 
Tobacco 
Profit and Loss Account 798 3,531 1,007 369 1,101 
Reserves .... ... 811 120 1,578 1,162 125 
Depreciation Provision 2,945 3,247 4,039 1,976 1,966 


Total Internal . 4,554 6,898 6,624 3,507 3,192 
Ordinary Shares . 1,794 1,065 3,407 375 — 


Share Premiums 168 533 — — peng 
Preference Shares os os cove —_ hei 


Total Shares al i 1,962 1,598 3,407 
Total Shares and Internal 6,516 8,496 10,031 
Outside Shareholders 145 498 


Debentures 1,049 —167 
Mortgages . ia 1,123 337 


Total Long-term Debt 2,172 170 


Creditors 1,201 146 
Tax Provision —420 1,446 —51 
Dividend Provision 99 —122 92 
Bank Overdraft ; , 1,272 —225 
Inter-company Accounts 230 —3,463 —6 
Other Liabilities 53 16 15 


Total 11,268 6,960 10,947 6,196 
































NET USES OF FUNDS BY INDUSTRY 


(£000) 
MANUFACTURING 


Engineering Vehicles Drink, Breweries Rubber 

Tobacco 
Net Fixed Assets 4,949 13,938 1,706 5,351 1,425 
Replacement . 2,945 3,247 4,039 1,976 1,966 





Gross Fixed Investment 7,894 17,185 5,745 7,327 3,391 
Intangible .... . 280 8 —116 — 15 
Subsidiaries .. os wae. aie — — 10 56 — 
Unlisted Securities 1 55 —17 2 — 
Stocks fed 2,367 —5,197 9,962 —72 —988 
Debtors .... ... ...: tee 1,224 1,894 —4,226 358 
Listed Securities ' —118 —31 —118 — 
Government Securities 142 4 —332 —1,295 
Cash . ay SS ee 129 —6,950 —4 —109 
Inter-company Accounts —648 —8 —40 —60 
Other Assets hoy A —T —_ 82 —10 


| ae ; ae ye 11,268 6,960 10,947 6,196 
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NET SOURCES OF FUNDS BY INDUSTRY 
(£000) 


MANUFACTURING 
Clothing Newspapers Chemicals Gas 
: & & 


Profit and Loss Account 
Reserves 
Depreciation Provision 


Total Interral 


Ordinary Shares 
Share Premiums 
Preference Shares 


Total Shares 
Total Shares and Internal 
Outside Shareholders 


Debentures 
Mortgages 


Total Long-term Debt 


Creditors 

Tax Provision 

Dividend Provision 
Bank Overdraft 
Inter-company Accounts 
Other Liabilities 


Total 


NET USES 


Net Fixed Assets 
Replacement 


Gross Fixed Investment 
Intangible 
Subsidiaries 
Unlisted Securities 
Stocks 
Debtors 
Listed Securities 
Government Securities 
Cash 
Inter-company Accounts 
Other Assets 


Total 


Textiles 
572 
920 

2,332 


Paper Miscellaneous 

—54 15 46 
1,375 2,429 175 
4,688 3,465 963 


Total 
Manufac- 
turing 

7,691 
13,679 
41,186 





3,824 


6,009 5,909 1,184 


62,556 





282 
38 


—25 


325 4,066 1,301 
2 850 —114 
_ 500 — 


21,676 
2,601 
542 





295 


327 5,416 1,187 


24,819 





4,119 


6,336 11,325 2,371 


87,375 





—26 


—301 172 — 


840 





_ _— 2,008 
934 1,485 — 


5,328 
6,183 





934 1,485 2,008 


11,511 





940 
99 
—816 
—371 
116 


947 685 340 
—200 210 51 
311 154 84 
1,502 —1,367 —280 

—10 109 —_— 
60 25 12 


11,135 
6,586 
1,141 

—4,585 
—103 
740 





6,940 


9,579 12,799 4,584 


114,650 





OF FUNDS BY INDUSTRY 
(£000) 


MANUFACTURING 
Clothing Newspapers Chemicals Gas 
& & & 


Textiles 
2,064 
2,332 


Paper Miscellaneous 
1,661 7,928 2,108 
4,688 3,465 963 


Total 
Manufac- 
turing 
54,683 
41,186 





4,396 
147 
—68 
749 
1,608 
—325 
—36 
366 


104 


6,349 11,393 3,071 
240 75 


877 —208 
1,705 751 
—TT5 299 
920 141 
— —702 
—22 1,071 
72 —20 
213 — 


95,869 





6,940 


9,579 12,799 4,584 


114,650 
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AGGREGATE BALANCE SHEETS BY INDUSTRY 
LIABILITIES, 1957. 


MANUFACTURING 
Retail Wholesale Total Bricks, Iron & 
Trade etc. Steel 
Ordinary Shares 33,386 17,008 50,394 18,524 35,955 
Share Premiums* 1,107 2,165 3,272 2,148 8,053 
Preference Shares 4,588 2,523 7,111 1,100 _— 
Reserves* : 30,828 11,862 42,690 15,626 33,419 
Profit and Loss Account 4,490 2,377 6,867 2,775 1,552 


Shareholders’ Funds 73,292 33,770 107,062 38,025 70,926 


Outside Shareholders 6,900 43 6,943 1,782 2,741 
Debentures 3,750 3,644 7,394 2,445 — 
Mortgages 18,704 5,034 23,738 686 6,503 
Creditors .... . 16,807 13,814 30,621 8,666 37,751 
Tax Provision 5,829 3,077 8,906 6,469 — 
Dividend Provision 2,720 1,148 3,868 1,184 — 
Bank Overdraft 9,190 2,869 12,059 8,626 — 
Other Liabilities 409 336 745 833 5,473 


Total Liabilities 137,608 63,734 201,342 68,709 123,394 


ASSETS, 1957. 
TRADE MANUFACTURING 
Retail Wholesale Total Bricks, Iron & 
Trade etc. Steel 
Fixed Assets 68,109 31,111 99,220 29,277 74,143 
Intangible 3,333 1,166 4,499 1,393 —_ 
Subsidiaries 366 366 248 














Unlisted Securities 1,146 582 1,728 844 4,404 


Stocks 39,219 14,295 53,514 23,602 29,583 
Debtors 21,244 13,790 35,034 9,868 9,043 
Listed Securities 3,023 1,630 4,653 2,019 1,978 
Government Securities 170 17 247 882 1,688 
Cash 966 466 1,432 377 2,553 
Other Assets 402 245 647 191 — 


Total Assets 137,608 63,734 201,342 68,709 123,394 








LIABILITIES, 1957. 
MANUFACTURING 
Food, 
Engineering Vehicles Drink, Breweries Rubber 
Tobacco 
Ordinary Shares 35,609 15,000 45,202 28,671 14,553 
Share Premiums* 2,529 3,053 944 397 
Preference Shares si 4,711 2,299 3,711 549 
Reserves* 18,847 13,090 21,205 24,816 
Profit and Loss Account . 7,492 36,296 7,463 1,699 


Shareholders’ Funds 66,659 66,685 77,581 55,733 27,490 


Outside Shareholders 1,917 4,002 214 76 24 
Debentures ie ra: 1,590 7,995 3,838 1,088 
Mortgages .... ... ; 3,467 4,481 197 3,328 
Creditors a5! 3 15,989 24,814 8,372 7,131 
Tax Provision . ‘ 13,437 9,147 3,170 2,894 
Dividend Provision ib 1) ste 594 1,971 1,588 745 
Bank Overdraft 7,099 9,857 1,652 1,449 
Other Liabilities . 2,727 909 989 342 


Total Liabilities . ets Sas 114,054 115,581 136,961 75,619 44,493 


*Reserves include Share Premiums. 
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AGGREGATE 


Fixed Assets ... 
Intangible ... .... .... . 
Subsidiaries eis 
Unlisted Securities oe 
Stocks .... .... 
Debtors ¥ 
Listed Securities ... . 
Government Securities 
OR a 
Other Assets” 2 


Total Assets 


Ordinary Shares ... 

Share Premiums* . 
Preference Shares 
Reserves* .... 

Profit and Loss Account 


Shareholders’ Funds 


Outside Shareholders 
Debentures ... .... . 
Mortgages ... 
Creditors . 

Tax Provision : 
Dividend Provision 
Bank Overdraft . 
Other Liabilities 


Total Liabilities 


Fixed Assets .. 
Intangible . 
Subsidiaries be 
Unlisted Securities 
Stocks eas 
Debtors .... a 
Listed Securities Be a 
Government Securities 
Cash ..... “oigt ae 
Other Assets 


Total Assets ... 


BALANCE SHEETS BY INDUSTRY 


ASSETS, 1957. 
(£000) 
MANUFACTURING 


Engineering Vehicles 


37,683 
1,332 
459 
1,765 


51,212 
2,089 
506 
876 
41,946 41,974 
28,316 14,201 
766 


271 4 
2,230 3,287 
54 660 


Food, 
Drink, 


Tobacco 


40,830 
4,998 
3,917 

354 

62,811 

19,423 
1,285 
1,255 

949 
1,147 


Breweries Rubber 


59,532 


12,970 
2,283 


19,548 
60 
62 





114,054 115,581 


136,961 


75,619 





LIABILITIES, 1957. 


MANUFACTURING 


Clothing Newspapers Chemicals 
& & & 


Textiles 


25,355 
2,779 
5,069 

14,472 
4,385 


29,048 
2,909 
6,942 

12,309 
1,781 


34,054 
2,250 
3,129 

18,075 
3,572 


Gas 


Paper Miscellaneous 


9,899 
328 
800 

1,534 
590 


Total 
Manufac- 
turing 
291,870 
26,544 
31,193 
177,285 
73,767 





49,282 


50,080 


58,830 


12,823 


574,114 





3,654 
1,000 
8,882 
8,911 
3,187 
1,283 
9,725 

622 


1,441 
1,500 
10,009 
7,878 
5,785 
1,845 
7,439 
988 


1,516 
6,500 
4,588 
8,021 
8,221 
1,976 
5,621 
2,412 


23,126 
46 
3,575 
251 
357 


151 
18 


17,367 
52,807 
45,751 
147,336 
60,469 





86,549 


86,973 


97,693 


40,345 


990,372 





ASSETS, 1957. 


MANUFACTURING 
Clothing Newspapers Chemicals 
& & & 


Textiles 

35,338 
1,781 
193 
137 
30,499 
15,194 
1,266 
690 
852 
601 


Gas 


Paper Miscellaneous 


46,778 
2,573 
23 
2,910 
17,497 
13,112 
1,921 
23 

815 
1,312 


40,848 
3,031 


2,236 
30,326 
17,392 

644 
918 
2,137 
159 


30,877 
302 
55 

20 
3,513 
4,231 
811 


180 
356 


Total 
Manufac- 
turing 
459,488 
20,687 
5,471 
13,616 
306,685 
148,578 
10,750 
6,553 
13,860 
4,672 





86,549 


86,973 


97,693 


40,345 


990,372 





*Reserves include Share Premiums. 
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RECENT LEGAL DECISIONS 


Discussed by L. C. VOUMARD, B.A., LL.B. 


Take-over with a Difference 


The decision in the Scottish case 
of Lyle & Scott Ltd. v. British 
Investment Trust & Others—a 
decision of the First Division of 
the Court of Session at Edin- 
burgh—is likely to be of con- 
siderable interest to a would-be 
“take-over” who finds that the 
articles of association of the 
company proposed to be taken 
over contain provisions making 
it impossible for a transfer of 
shares to the “take-over” to be 
registered. 


The articles of Lyle & Scott Ltd., 
a private company, contained (article 
9) the not unfamiliar stipulation 
that no shareholder could transfer 
his shares without first offering 
them to any existing shareholder who 
should be willing to buy them. 


A Mr. Fraser, being desirous of 
taking over the company by acquir- 
ing its issued capital from its exist- 
ing shareholders, found that this 
article prevented him from buying 
the shares, as he was not himself a 
shareholder. However, he proceeded 
to offer certain of the company’s 
shareholders £3 for every £1 ordin- 
ary share on condition that they 
would continue to hold the shares in 
their own names, but would vote, in 
respect of those shares, as Mr. 
Fraser directed. Thus there was, 
strictly, no transfer of shares, so 
that the restriction in article 9 had 
no bearing on the matter, although 
the effect of the transaction was that 
Mr. Fraser acquired control—though 
not ownership—of a significant pro- 
portion of the issued capital (some 
47%, in fact). 
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This transaction, however, found 
no favour with the directors of the 
company, and they sought to have 
the arrangement set aside on the 
ground that it was invalidated by 
article 9. The attempt failed. The 
shareholders who had taken advan- 
tage of Mr. Fraser’s offer were not 
attempting to transfer their shares 
in defiance of the article, and since 
it restricted only the transfer of 
shares, it could not upset the arrange- 
ment. True, the shareholders con- 
cerned were “content to remain on 
the register as the willing tools of 
Mr. Fraser”, but that fact did not 
invalidate the contract they had 
made with him. 


Although all members of the Court 
were constrained to find that the 
tactics adopted were legally fool- 
proof, one gains the impression that 
this decision was not reached with- 
out some reluctance, for Lord Clyde 
said: “The consequences of this con- 
tention (viz., that article 9 did not 
apply to upset the arrangement en- 
tered into) are certainly startling, 
and if it is sound afford a simple way 
in which a shareholder could not 
merely evade safeguards for other 
shareholders provided by clauses 
like article 9, but the shareholder 
could, by such a device, put himself 
in the happy position of disabling 
himself from making such safe- 
guards available to other  share- 
holders. If so, articles of this kind, 
which have hitherto been regarded 
as valuable protection to the con- 
tinuity of a private company, are not 
worth the paper on which they are 
written.” 


It may be that this is not the end 
of the matter, for an article in The 
Director for April, 1958, discussing 
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the case (an article on which this 
note is based) reports subsequent 
manoeuvres. But if the decision 


stands, then one can understand the 
thought which prompted the title 
under which that article discusses 
the case, namely, “If you can’t buy 
the share, buy the shareholder.” 


Articles of Association as a Contract 


Rayfield v. Hands and Others 
(1958) 2 All E.R. 194 raises 
once again the difficult question 
of the precise contractual effect 
of articles of association. 


The English Companies Act pro- 
vides, as do our own local enact- 
ments, that the “memorandum and 
articles shall, when registered, bind 
the company and the members there- 
of to the same extent as if they re- 
spectively had been signed and sealed 
by each member, and contained 
covenants on the part of each mem- 
ber to observe all the provisions of 
the memorandum and of the articles”, 
and there is a wide variety of judicial 
views on the question whether the 
effect of this is that articles of as- 
sociation do, or do not, constitute a 
contract between the members of the 
company inter se. 


Vaisey, J., had to consider this 
question in the case referred to. The 
articles of a private company pro- 
vided (article 11): “Every member 
who intends to transfer shares shall 
inform the directors who will take 
the said shares equally between them 
at a fair value...” R, a member of 
the company, informed the then 
directors of his intention to transfer 
his shares, but the directors refused 
to purchase them. Thereupon R be- 
gan proceedings against the directors 
claiming, amongst other things, that 
the court order them to purchase his 
shares at their fair value. 


This claim the defendants resisted 
on several grounds. First, they said, 
article 11 provides that an intending 
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transferror shall inform the direc. 
tors; the word “shall” is apt to im. 
pose an obligation on him. But, they 
went on, drawing on one of the more 
subtle distinctions in the English 
language, the article provides that 
the directors “will” purchase the 
shares, and the word “will” imports 
the idea of an option or choice or 
volition on the part of the directors 
—it is not strong enough to impose 
on them an obligation to purchase, 
Vaisey, J., would not accept this. 
“The word ‘shall’” he said, “clearly 
imports compulsion or obligation”, 
and “the word ‘will’ indicates ... 
a resultant prospective eventuality, 
in which the member has to sell his 
shares and the directors have to buy 
them, each being under an obligation 
to bring that eventuality into effect.” 
His Lordship recognised that in cer- 
tain circumstances it would be dif- 
ficult to give effect to the article as 
so interpreted—as, for example, 
where the intending transferror was 
himself a director—but in the cir- 
cumstances of the particular case it 
was perfectly easy to give effect to 
such an interpretation of article 11. 


The second point taken by the de- 
fendants (also unsuccessfully) rested 
on a technical rule of pleading, which 
is not relevant to this note, but their 
third point raised a more difficult 
matter. The defendants said that 
article 11 was not sufficient to create 
a contractual relationship between 
the plaintiff as shareholder and ver- 
dor and the defendants as directors 
and purchasers; so raising the mat- 
ter of the contractual effect of the 
articles of association as set out at 
the start of this note. Vaisey, J. 
however, was prepared to treat the 
relationship established by article 
11 between the plaintiff and the de 
fendants as one between the plail- 
tiff as a member and the directors 48 
members, and he then held that the 
contractual relationship so estab- 
lished was enforceable at the instance 
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of the plaintiff alone. Consequently, 
he found in favour of the plaintiff, so 
that the directors were compellable 
to buy his shares. 


At the same time, the judge was 
careful to stress that his conclusion 
might not be of so general an appli- 
cation as to extend to the articles of 
every company. The company in the 
case before him was a private one, 
and companies of this kind bear a 
close analogy to partnerships. On 


this footing, and remembering that. 


itis possible for a partnership agree- 
ment to provide, quite validly and 
quite properly, for the acquisition by 
one partner of the share of another 
on terms similar to those contained 
in article 11 in the present case, the 
decision is readily understandable. 


Appointment of Arbitrator by Court 


The Victorian case of In re 
Lewis Construction Co. Ltd. and 
Federation Insurance Ltd. 
(1958) A.L.R. 486 was con- 
cerned with the power of the 
Court to appoint an arbitrator 
under the Arbitration Act 1928. 


The parties concerned had agreed 
to submit certain differences between 
them to two named arbitrators for 
their determination. However, one 
of the two named arbitrators was un- 
willing to act, and one of the parties 
to the submission applied for an 
order appointing a named person to 
fillthe vacancy. This application was 
opposed by the other party to the 
submission, who urged that on the 
proper construction of section 6(b) 
of the Arbitration Act the Court had 
no power to appoint someone to fill 
the vacancy. 


The section provides that “if an 
appointed arbitrator refuses to act 
-.. and the submission does not 
show that it was intended that the 
vacancy should not be supplied and 
the parties do not supply the 
vacancy”, then the Court, on appli- 
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cation, may appoint someone to fill 
it. At first sight, this provision 
would appear to cover the situation 
which had arisen, but having regard 
to the other provisions of sections 6 
and 7 of the Act, the Court (Herring, 
C.J.,) held that the phrase “an ap- 
pointed arbitrator” in section 6(b) 
referred only to a single arbitrator. 
Here, the submission had desig- 
nated two arbitrators, so that the 
provision did not apply, and the 
Court had no power to appoint some- 
one to fill the vacancy. Hence, the 
application failed. 


Directors’ Share Qualification 


The decision of Danckwerts, J., in 
Holmes and Another v. Keyes (Lord) 
and Others, referred to in this 
column last month, has been reversed 
by the Court of Appeal (1958) 2 All 
E.R. 129, which held that there was 
no appointment of K and L as direc- 
tors until the result of the poll was 
ascertained—that is, on Dec. 24, 1957 
—and since they had their names en- 
tered on the register in respect of 
their necessary qualification on Feb. 
24, 1958, they had obtained their 
qualification shares within the two 
months allowed by the Companies 
Act and the company’s own articles 
of association. 


Working Capital 


In The Controller, April, J. Fred 
Weston writes on “Financial Impli- 
cations of Growth”. He pays par- 
ticular attention to the increase in 
working capital that becomes neces- 
sary with the expansion of a busi- 
ness, and shows how it is dependent 
on the number of days’ sales repre- 
sented by accounts payable compared 
with the number of days’ sales tied 
up in the current assets. He illus- 
trates the point with the figures of 
I.B.M. and United States Steel Cor- 
poration. 





CURRENT PROBLEMS DISCUSSED 
IN OVERSEAS JOURNALS 


Notes prepared by members of the teaching staff in 
the Department of Accounting, University of Melbourne. 


Accounting Period 


In the N.A.A. Bulletin, February, 
C. Park discusses the “Enterprise 
Operating Cycle as the Planning 
Basis for Fund Flows”. He sug- 
gests a division of transactions into 
current and non-current with refer- 
ence to a period equal to the operat- 
ing cycle of the business, rather than 
the conventional twelve-months 
period, in order to determine the 
amount of working capital available. 


Accounting Theory 


In the N.A.A. Bulletin, February, 
M. H. Simpsen disposes of ten com- 
mon fallacies about the nature of 
accounting, and questions the validity 
of three postulates on which present- 
day accounting is based. 


Analysis and Interpretation 


The Journal of Accountancy, Feb- 
ruary, contains an article by J. W. 
LaFrance on “Interpreting Reports 
for Management”, in which the 
writer gives a number of specific 
examples of the way in which he 
has supplemented the ordinary ac- 
counting and audit functions of pub- 
lic accounting by brief analytical re- 
ports or management advice. 


Auditing 


W. S. Gilkison makes interesting 
comment in an article in The Ac- 
countants’ Journal (N.Z.) on the 
auditor’s responsibilities in evaluat- 
ing the effectiveness of “internal 
control” built into an accounting 
system, in the light of modern de- 
velopments. 
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A thoughtful article, “Current 
Auditing Problems”, is provided by 
J. C. Stewart in The Accountants’ 
Magazine for April. While the con- 
tent of the article may not say much 
that is new to those employed in re- 
search on the subject, or to those 
directly concerned with professional 
education in this area, it does have 
much to say to those who are prac- 
tising in this field daily. The article 
provides a_ recapituiation of the 
major theories underlying auditing 
practice, but does not rest there. 
Many questions are raised, though 
space does not permit a complete 
answer to any of them. This paper 
is recommended to all those who are 
interested in progress and review of 
traditional practices, particularly as 
an avenue for further discussion and 
thought. 


The auditor’s problem when his 
requests for confirmation of debtors’ 
outstanding balances are not com- 
piled with is discussed by John C. 
Potter in an article, “Confirmation 
of Receivables”, appearing in the 
July issue of The Journal of 
Accountancy. He suggests some pos- 
sible improvements in confirmation 
techniques and indicates some alter- 
native procedures that are open to 
the auditor when the confirmation 
procedure fails or is inadequate. 


In the July issue of the New York 
Certified Public Accountant, Herbert 
Arkin discusses “Statistical Samp 
ling in Auditing”. He points out the 
advantages of scientific sampling 
compared with the “test check 
approach and examines various 
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sampling techniques including accept- 
ance sampling, appraisal or estima- 
tion sampling, and discovery samp- 
ling, all based on random sampling 
techniques. 


It has been shown that careful 
examination of a smaller sample of 
data rather than a laborious examin- 
ation of a massive number of items 
is less likely to result in failure to 
detect errors, so that the expenditure 
of one-third of the time on the 
examination of a sample one-tenth 
of the size of the field may well dis- 
cose errors which might be over- 
looked in a complete examination. 
In addition, the unknown risk of 
overlooking errors in a_ total 
examination is replaced by the cal- 
culated risk of the sample. 


Much work still needs to be done 
in this border-line field between the 
auditor and the statistician. It will 
become necessary for people entering 
the auditing profession to be better 
versed in statistical techniques while, 
on the other hand, statisticians will 
need to take a greater interest in 
the subject to develop the statistical 
tools required by the auditor. 


Automation 


“Management Implications of 
Automation,” by J. A. Hunt, The 
Accountant, 13 July, presents a 
broad picture of the meaning of auto- 
mation, and tells in an interesting 
and simple way of its application 
successively to industries producing 
a “flow” type of product such as oil, 
large industries producing large 
numbers of standard items, and to 
small industries. He then examines 
the possible reaction on accounting 
and sales activities, and suggests 
the need for greater control through 
statistics and long-range budgeting. 


With automation in the factory, 
cost control will be simpler because 
exceptions from standard will be 
fewer as human control is replaced 
by automation. On the other hand, 
the capital investment required is 
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so large and the effects of faulty 
judgment are so great that the cost 
accountant has great responsibilities 
in estimating the financial effects of 
future plans. A. Kenyon, “The Cost 
Accountant and Automation in the 
Factory”, The Cost Accountant, Feb- 
ruary, discusses how a costing in- 
formation service capable of assess- 
ing the economic justification of fresh 
projects is an essential pre-requisite 
to automation. 


Accountancy as a Career 


In an essay which should interest 
practitioners and students alike, D. 
Fagerber studies the question, “Why 
Accounting?”, The Accounting Re- 
view, January. “Why be an account- 
ant?”, he asks, “why study account- 
ing as a career?” His answer is that 
not only is there a “great social need 
for good accounting and good ac- 
countants,” but the intellectual quali- 
ties of accounting as a subject, and 
the characteristics needed by ac- 
countants provide the necessary 
satisfaction and reward. 


Integrated Data Processing 


The wide range of installations 
covered by the portmanteau term 
“integrated data processing” is well 
illustrated by four case studies in 
the N.A.A. Bulletin, 


R. D. Findlay describes the appli- 
cation of punched tape and cards to 
a small job order business employing 
an average of 90 persons. Another 
small job order firm is described by 
M. R. Parisi and J. McPeak. This 
company does not have a tabulating 
installation of its own, but sends 
some of its punched paper tapes to 
a service bureau for sales analysis. 


A more substantial installation in 
a wire factory is described by J. M. 
Carmean. Here it was found that 
“essentially the same data is re- 
quired for controlling of sales stocks 
as is used in the preparation of pay- 
roll data for the departments pro- 
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cessing the finished wire. By record- 
ing the pertinent data in punched 
paper tape at its source, we elimin- 
ated dual posting and subsequent ac- 
cumulation of source data necessary 
under the previous manual system.” 


Finally, D. J. Coppotelli describes 
the operation of the IBM 702 large- 
scale computer at General Electric’s 
Schenectady plant. 


Budgeting and Cost Control 


The N.A.A. Bulletin, February, 
contains the following case studies: 
T. W. Bonnevier, “Serving Job Order 
Cost Needs in a Steel Processing 
Plant”. L. Heimann and R. S&S. 
Rosenbloom, “Obtaining Benefits 
of Both Direct and Standard Costing 
in a Furniture Factory”. N. J. 
Dumdei, “Giving the Flexible Budget 
Complete Coverage for Control in a 
Paper Company”. 


Capital Management 
Joel Dean writes on “Profitability 


Indexes for Capital Investment” in 
the February issue of The Controller. 
He compares various measures that 
may be applied to proposals for capi- 
tal expenditure and discusses items 
that are relevant to their application. 


Distribution Cost 


In “Distribution Cost Analysis”, 
Michael Schiff, writing in The 
Journal of Accountancy, February, 
suggests an approach for providing 
management with a tool for con- 
trolling costs and measuring per- 
formance of distribution. 


Machine Accounting 


A case study in the January issue 
of Accounting Research by D. A. 
Bell and Pamela Haddy, “Automation 
for the Accounts of a Retail Organi- 
sation”, deals with a large co-opera- 
tive society that has the problem of 
distributing dividends to its custo- 
mers. Partial mechanisation and an 
electronic computer are examined 
from the point of view of informa- 


398 


tion provided and cost as compared 
with the existing manual methods, 


Management Accounting 


A considerable amount of material 
is covered by Ian T. Morrow in 
“Current Problems in Management 
Accounting”, The Accountants’ 
Magazine, February. While not 
presenting detailed solutions applic- 
able to any particular case, he sug- 
gests many general solutions which 
would provide a starting-point to- 
wards solving a particular problem. 
He expounds two main themes, the 
need for flexibility of thinking by 
the accountant and the necessity of 
“tailoring” reports for the particular 
recipient, at the same time eliminat- 
ing all unnecessary information. 


Brian A. Maynard, writing on 
management accounting in The Ac- 
countant, February 15 and 22, sur- 
veys some of the problems of pro- 
viding a specialist service in man- 
agement accounting and points out 
that management and accountants 
are faced with a challenge to close 
the gap between the best manage- 
ment accounting practice and that 
of the average medium-sized com- 
pany. 

In an article on work study, ap- 
pearing in The Accountant, Feb- 
ruary 1, Frederick G. Beard ad- 
vances the opinion that professional 
accountants need to understand and, 
in appropriate cases, apply the tech- 
niques of work study and work 
measurement as a facet of manage 
ment accounting. 


The Accountants’ Journal (N.Z.), 
February, presents Part 1 of an 
address given by W. E. Cadwallader 
outlining methods whereby manage- 
ments of small business enterprises 
may be interested in management ac- 
counting services such as budgeting 
and standard costing. He also dis- 
cusses some problems involved in 
offering these services in small ac- 
counting practices. 
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HONOURS PLACES 
MAY, 1958 EXAMINATIONS 


,. congratulations are extended 
to the students listed below on 
their success in the examinations 
conducted by the Australian Society 
of Accountants and the Australasian 
Institute of Cost Accountants in May. 


AUSTRALIAN SOCIETY OF 
ACCOUNTANTS 


Preliminary (maximum marks, 100) 
1. K. F. Ko (N.S.W.)—95 marks. 
2. G. J. Verbeek (W.A.)—93. 

8. A. Goldberg (Vic.)—92. 


Accounting and Auditing, Stage 1 (300) 


1. G. S. Sharwood (Vic.)—272. 
2. L. B. Holmes (N.S.W.)—271. 
3. Li Chiu To (O’seas)—270. 


Commercial Law “A” (100) 
1. Wong Loi Choy (Vic.)—91. 
2. Li Kwan Hung (O’seas)—88. 
Li Chiu To (O’seas)—88. 
Choi Wai (O’seas)—88. 
Company Law and Procedure, Stage 2 
(100) 
1. P. C. Hillman (N.S.W.)—92. 
2. B. G. Carr (Vic.)—91. 
3. W. J. Lillis (Vic.)—85. 
E. G. Chant (Qld.)—85. 
J. W. Warham (W.A.)—85. 
Cheng Hsueh Shi (O’seas)—85. 


Company Accounts (100) 
1, J. W. Warham (W.A.)—91. 
2. F. A. W. Carr (N.S.W.)—90. 
3. D. C. Forster (Tas.)—88. 
W. J. Fleming (Vic.)—88. 


Commercial Law “B” (100) 
1. J. B. Reid (Vic.) —92. 
N. R. Chambers (N.S.W.)—92. 
3. F. H. Kenny (N.S.W.)—91. 
B. D. C. McPherson (N.S.W.)—91. 
M. Van Der Wal (S.A.)—91. 


Monetary Theory and Practice (100) 


1. L. C. Graham (Qld.)—89. 
A. B. Wiederkehr (Vic.)—89. 
3. P. J. Burke (Vic.)—88. 
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Commonwealth Income Tax Law and 


Practice (100). 


1. W. R. Grigg (Vic.)—92. 

2. A. Schoenfeld (Vic.)—83. 
E. C. Hutchinson (N.S.W.)—83. 
K. L. Mounsey (N.S.W.)—83. 
D. M. Smith (N.S.W.)—83. 


Advanced Accounting, Part A, Stage 3 
(200) 
1. D. T. Conway (S.A.)—169. 
2. N. F. Chessells (Qld.)—168. 
3. E. E. Eustice (S.A.)—163. 
F. K. Richards (S.A.)—163. 


Auditing 
(100) 
1. G. M. Doust (N.S.W.)—76. 


2. O. Zeckendorf (N.S.W.)—75. 
No other candidate qualified. 


Advanced Accounting, Part B (200) 


1. L. B. Wynn (Tas.)—176. 

2. K. Zsolnai (Vic.)—172. 

3. V. H. Marland (Mrs.) (N.S.W.)— 
170. 


Yoong Chan Tuck (Vic.)—170. 


and Business Investigations 


AUSTRALASIAN INSTITUTE OF 
COST ACCOUNTANTS 


Paper No. 1 
1. P. J. Knapp (Vic.)-—-87 marks. 
2. J. A. Crowl (N.S.W.)—86. 
3. K. Dingwall (N.S.W.)—83. 


Paper No. 2 


1. R. N. H. Denton (N.S.W.)—86. 
2. W. P. Strachan (N.S.W.)—85. 
L. A. Rogers (Qld.)—85. 


Paper No. 3 


1. H. Zvolsky (Vic.)—86. 
2. J. H. T. Pollard (Vic.)—85. 
R. D. Brown (N.S.W.)—85. 


Paper No. 4 


1. J. F. Edmonds (Vic.)—77. 
W. J. Lynch (Qlid.)—77. 
3. J. R. Croll (N.S.W.)—76. 


Paper No. 5 


1. G. A. Hill (Qld.)—87. 

2. I. J. Sweatman (Vic.)—86. 
8. K. A. Ditterich (Vic.)—85. 
A. Mackay (Vic.)—85. 

K. Liddy (Qld.)—85. 





NEWS AND NOTES 


Australian Society of 
Accountants 


NEW SOUTH WALES 


Members’ Luncheon 


Sir Garfield Barwick, Q.C., B.A., LL.B., 
M.P., Member for Parramatta, was the 
guest speaker at the members’ luncheon on 
23 June, at the Trocadero. 

The title of Sir Garfield’s address was 
“Twenty Minutes with Numbers”. The 
theme of his address was the tyranny of 
rumbers in public life and the use of 
numbers to bring about the loss of indi- 
vidual rights and freedom. He suggested 
that consideration should be given to writ- 
ing into Australia’s constitution the rights 
and freedoms of the individual so that 
they will be beyond the reach of tem- 
porary majorities. 

A vote of thanks to the speaker was 
moved by Mr. R. F. Jarman, A.A.S.A., a 
member of the Divisional Council, and 
was carried enthusiastically by the 420 
members and guests present. 





AUSTRALIAN SOCIETY OF 
ACCOUNTANTS 


Applications are Invited for a Full-Time 
Position in Melbourne of 


EDUCATION OFFICER 


DUTIES: Supervision of educational work of 
the Society, including secretarial work for 
Education Committee of General Council and 
of the Board of Examiners, relations with 
other educational institutions, syllabus of 
examinations, together with organisation of 
overseas examinations and students’ records. 


QUALIFICATIONS: A sound academic know- 
ledge of accountancy and organising ability. 
Experience relating to accountancy education 
would be an advantage. 


SALARY: A liberal salary commensurate with 
qualifications and experience, plus superannua- 
tion benefits, will be available to the successful 
applicant. 


APPLICATIONS: Written applications to the 
General Registrar of the Society, 37 Queen 
Street, Melbourne, Victoria, will close on 15 
September, 1958 and will be. treated confiden- 
tially. 
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Divisional Council Changes 

The N.S.W. Divisional Council accepted 
recently the resignation of Mr. W. G 
Middleton, F.A.S.A. as a councillor. Mr 
Middleton was admitted to membership ip 
the Federal Institute of Accountants ip 
April 1924 and was elected as a member 
of the State Board in August 1940. He 
served as State President and member of 
General Council in 1947 and 1948, In 
January 1953 he became a member of the 
New South Wales Council of the Society 
and his service as a Councillor of the 
Society and the former Federal Institute 
totalled nearly eighteen years. 

Mr. H. W. B. Chester A.A.S.A,, a 
partner in the firm of Lister, Chester and 
Barnett (Chartered Accountants) has been 
elected as a member of the Council to fil] 
the casual vacancy. 

Personal 

Messrs. J. A. L. Gunn and partners ap- 
reunce that they have commenced prac- 
tice at the following interstate addresses. 
Victoria: Steadfast Building, 238 Elizabeth 
Street, Melbourne; Australian Capital 
Territory: Bailey Buildings, East Row, 
Canberra City. 


BROKEN HILL BRANCH 


There was an attendance of over W 
members, students and guests at the meet 
ing arranged by the Branch Council on 27 
June, when the lecturer was Mr. Gordon 
Stuckey of Messrs. Ian Potter & (Co, 
stockbrokers of Melbourne. 

Mr. C. G. Davison, A.A.S.A., has com- 
menced practice as a public accountant at 
215 Argent Street, Broken Hill. Mr. 
Davison, who was accountant of North 
Broken Hill Ltd. retired recently after 40 
years’ service with that company. 


QUEENSLAND 
Education Co-ordinating Committee 


The Queensland Divisional Council 
recently issued an invitation to account 
ancy and secretarial organisations and 
certain other interested bodies to form 8 
co-ordinating committee in Brisbane DB 
the hope of avoiding the clashes of dates 
and the overlapping of subjects which has 
sometimes occurred in the educational 
activities of these bodies in the past. 


After Mr. A. S. Donnelly, one of the 
delegates of the Society, was elected chair- 
man of the meeting, a policy for the 
future operation of the committee was 
considered. All members agreed that thelr 
tentative programmes of activities for 
future years would be circulated to the 
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cther members of the committee before 
being ratified by their own councils. 

The chairman mentioned that the com- 
mittee was of a purely advisory and con- 
sultative nature but that, despite the 
various problema to be overcome, it could 
develop into a valuable service for all the 
organisations concerned. 


Educational Activity 


The speaker at the June activity of the 
Society held in the Oddfellows Hall. Char- 


lotte Street, was Mr. G. C. Townson, 
A.A.S.A., a principal of Messrs. Thompson 
Webb & Co., public accountants, and a 
member of the Queensland Divisional 
Council. 

Mr. Townson addressed the seventy 
members present on the subject of “Taxa- 
tion and Business Planning”. By using 
the case of a hypothetical business which 
developed from a sole proprietorship to a 
private and then a public company, the 
speaker was able to set out the taxation 
requirements for each form of business as 
well as the accompanying advantages and 
disadvantages. 


Presentation of Certificates 

A function for the purpose of present- 
ing recently qualified members of the 
Society with their certificates of member- 
ship and giving them an opportunity to 
meet members of the Divisional Council 
was held in the Overseas League Rooms, 
on 24 July, at 5.30 p.m. 

The State President, Mr. W. T. Reid, 
welcomed the new members and congratu- 
lated them on their achievement in qualify- 
ing. He went on to remind them of the 
constantly widening facilities provided by 
the Society for its members. 

After Mr. Reid had presented the cer- 
tificates the members met informally the 
Divisional Councillors present over light 
refreshments. 


Personal 

Mr. J. M. Wallace, A.A.S.A., formerly 
accountant, has now been appointed secre- 
tary of Butler Brothers Australia (Pty.) 
Ltd., Brisbane wholesalers. 


VICTORIA 


Accountants in Legal Offices 

The activities of this committee are 
aevoted to research into problems of ac- 
countancy peculiar to solicitors’ offices, 
and any accountants employed by the legal 
profession interested in taking part in the 
committee’s activities are requested to 
contact the State Registrar. 
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The June meeting took the form of a 
visit to the offices of Messrs. Madden, 
Butler, Elder & Graham, and Mr. Webb, 
accountant for the firm, gave a most 
interesting and informative demonstration 
of the methods and systems in use. 


By courtesy of the State Film Centre 
end the Vacuum Oil Co., a series of lunch- 
hour film screenings are being given. The 
fiims which deal with methods of improv- 
ing typing and stenographic skill, have 
been well attended. The committee intends 
shortly to embark on a campaign of re- 
search, and hopes to prepare various 
papers for publication. 


New Councillors 

Consequent upon the decision to increase 
the Victorian Divisional Council, the fol- 
luwing members have been appointed 
councillors :— 

Dr. H. F. Craig, D.C.S., B.A., F.A.S.A., 
F.C.A.A., of Walter Scott & Co, 
Management Consultants. 

Professor L. Goldberg, B.A., M.Com., 
F.A.S.A., A.C.1.S., Gordon L. Wood 
Professor of Accounting, University 
of Melbourne. 

Mr. E. L. Tucker, B.Com., A.A.S.A. 
Statistical Officer, Council of Fire and 
Accident Underwriters. 


Family Circle Discussion 


Fifty-four members attended a most 
interesting discussion, led by Dr. H. F. 
Craig, on the subject “The Harvard Case 
Study Method of Developing Accounting 
Executives”, in the Chanter of Manufac- 
tures’ meeting room on 9 July. Dr. Craig 
enlivened his address by examples quoted 
from his American and Australian activi- 
ties in this field. 


Monthly Luncheon 

The Victorian Police surgeon, Dr. J. H. 
W. Birrell, entertained 240 members with 
a most enlightening talk on the subject 
“Drinking and Driving” at the Division’s 
luncheon held on 8 July at the Victoria 
Hotel. Dr. Birrell’s address was delivered 
in a most entertaining manner, but it 
curried a most forceful message for all 
citizens conscious of the growing road toll. 


Lecture Series on Taxation 


The Victorian Division will conduct a 
series of lectures on taxation, during Sep- 
tember, in conjunction with the Australian 
Institute of Management. These lectures 
will be held in the Assembly Hall, Collins 
Street, and will be open to all members 
and interested persons on payment of a 
nominal fee. 


Annual Research Lecture 


The Annual Research Lecture will be 
delivered by Professor L. Goldberg, Gordon 
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L. Wood Professor of Accounting, Mel- 
bourne University, at the Commerce 
Theatre, Melbourne University, on Wed- 
nesday, 8 October, at 8.15 p.m. The lecture 
will be on aspects of depreciation. Further 
details will be announced at a later date. 


Personal 


Mr. Colin G. Rankin, F.A.S.A., manager 
of the Alfred Hospital, Melbourne, has 
been elected Federal President of the Aus- 
tralian Institute of Hospital Administra- 
tors. 


Mr. C. A. J. Tempany, A.A.S.A., A.C.LS., 
and Mr. B. J. Sinclair, A.A.S.A., A.C.LS., 
advise they began association in partner- 
ship on 1 July, 1958. The practice will be 
conducted under the firm name of Tem- 
pany & Sinclair, at 472 Bourke Street, 
Melbourne. 


Messrs. Clements, Wilkinson & Co., 
chartered accountants (Aust.), advise that 
Mr. R. A. H. Clements retired from the 
firm on 30 June but he will remain in 
practice at the same address, and act as 
consultant with the members of the firm. 
Mr. J. K. Clements and Mr. R. L. Wilkin- 
son will continue in partnership at the 
above address under the same firm name. 


Messrs. Arthur Young & Company, an 
international firm of certified public ac- 
countants, with principal offices in the 
U.S.A., and Messrs. Edwin V. Nixon & 
Partners (Australia) of Melbourne, Syd- 
ney, Brisbane, Adelaide and Perth, an- 
nounce that they have entered into part- 
nership to practice in Australia to provide 
service for their international clients, 
under the firm name of “Arthur Young & 
Company”. The principal place of business 
is at 401 Collins Street, Melbourne, with 
branch offices in all States. The firm of 
Edwin V. Nixon & Partners, chartered ac- 
countants (Australia) will continue to 
practise as heretofore. 


BALLARAT BRANCH 


A well-attended meeting of the Branch 
was held on 2 July, under the chairman- 
ship of Mr. Robert Brown, chairman of 
the Branch Council, who expressed ap- 
preciation for the good attendance of mem- 
bers and students as well as representa- 
tives of the Ballarat Law Association. 


Mr. J. H. Kelleher, F.A.S.A., a member 
of the Victorian Branch of the Taxation 
Department, spoke on the subject of “Al- 
lowable Deductions Generally” with special 
emphasis on recent depreciation provi- 
sions. 


After outlining the general structure of 
the Income Tax and Social Services Con- 
tribution Assessment Act relating to the 
various classes of deductions and citing 
interesting case law decisions on certain 
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aspects, Mr. Kelleher gave a _ detailed 
analysis of the new amendments to the 
provisions for depreciation and balancing 
adjustments in relation thereto. His lec. 
ture concluded with a brief but interest- 
ing survey of the manner in which the 
Boards of Review conduct their hearings 
of cases regarding deductions which have 
been disallowed. 


In an animated question time which 
followed the lecture, Mr. Kelleher was as- 
sisted by Messrs. J. K. Campbell and K. 
F. Lee of the Taxation Department, who 
were visiting Ballarat for the purpose of 
giving advice to taxpayers. 


In moving a vote of thanks to the lec- 
turer, Mr. J. E. F. Hewitt, past president 
of the Branch Council, emphasised the 

reatly improved relationship between the 
Taxation Department and accountants and 
the public generally, which was _ being 
developed as a result of the advisory 
visits to country centres and _ lectures 
delivered to members of the Society by 
senior officers of the Taxation Department. 


SOUTH AUSTRALIA 


Personal 

Mr. W. St. B. More, F.A.S.A., a former 
member of the South Australian Divisional 
Council, has been appointed managing 
director of the South Australian Portland 
Cement Co. Ltd. Mr. More is at present 
on a business trip overseas. 


Mr. M. G. H. Stott, A.A.S.A., has been 
appointed Town Clerk of the Corporation 
ef West Torrens. 


Mr. A. G. Killmier, A.A.S.A., of Messrs. 
cones & Killmier, 55 Hutt Street, Adelaide, 
has been appointed South Australian rep- 
resentative of the Taxation Institute of 
Australia, as from 1 July. 


WESTERN AUSTRALIA 


Monthly Luncheon 

At the June monthly luncheon 4 
humorous but thought provoking address 
was delivered by Rev. Keith Dowding, 
B.A., of Ross Memorial Church, who spoke 
on the subject “Men or Mice?” 


Personal 

Mr. R. Pendlebury, A.A.S.A., has been 
elected president for 1958 of the Western 
Australian Society of Magicians. He 3 
secretary of the W. A. Ring of the Inter- 
national Brotherhood of Magicians. 


Mr. Keith W. Edwards, A.A.S.A., gene- 
ral manager of Westralian Farmers C0 
cperative Ltd., has been appointed 4 
director of BP Refinery (Kwinana) Ltd, 
and BP (Kwinana) Pty. Ltd 
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97% OF ALL HOLDUPS 


... take place outside the victim’s own premises! 


Safety and proximity don’t necessarily go hand in hand. Just because the bank is Just around 
the corner or a few doors up doesn’t mean that your company is exempt from the possibility 
of an armed holdup while an employee is collecting the payroll. Statistics show that over 97% 
of all payroll hold-ups actually occur OUTSIDE the victim’s premises. 

Mayne Nickless can collect your payroll more safely and for less cost than you could ever do 
it yourself. And it is such a reasonably priced service that any company, even with as few 
as seven on the staff, can afford it. For instance. . 

For a 8700 payroll, the only outlay is 25/6 a week; for a £2,000 payroll, Just £2/5/-. Incredible, 
isn’t it? . .. especially when your payroll is fully insured against all risks until the moment 
you pay your staff. 


For an on-the-spot quotation for your payroll simply ring: 


=== MAYNE NICKLESS PAYROLL DELIVERY 
AND BANK DEPOSIT SERVICE 


697 Elizabeth Street, Melbourne. FJ 9274. 
572 King Street, Newtown, Sydney. LA 5743. 


or any of our offices at 


NEWCASTLE, ADELAIDE, BRISBANE, BROKEN HILL, GEELONG, 
YALLOURN, MORWELL, WOLLONGONG, PORT KEMBLA & HOBART. 
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That decision, gentlemen, 
saved us 
much time and worry 


IMPORT 
COSTING 
SERVICE 


ASSUREDLY! THE COMPUTATION OF LANDED COSTS OF 
IMPORTS IS WORK FOR EXPERTS 


THIS SERVICE {S$ PROVIDED WHILST CLEARING THROUGH 
CUSTOMS BY:- 


BARTON & Company Pty. Ltd. ©¥*™°*' 


(Established 1891) 


11 LOFTUS STREET, SYDNEY 


Telephone: BU 5091 (6 fines) 


TRANSPORT 
AGENTS 


—— 
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Mr. R. A. Long, A.A.S.A., has been ap- 
pointed as a director of the newly-formed 
cmpany, T.V.W. Ltd. 

Messrs. King, Lissiman & Co. advise 
that Mr. H. C. Lissiman, senior partner, 
retired at the end of June after 38 years 
in practice as a public accountant. He will 
continue to act as consultant to the firm. 
Mr. M. F. Abbott, the senior member of 
the staff, has been admitted to the part- 
nership, which will continue to practise 
onder the same name at 25 William Street, 
Perth. 

Mr. J. E. D. Battye, F.A.S.A., a member 
of the State Divisional Council, has been 
elected and installed as president of the 
Rotary Club of Perth. 


TASMANIA 


Lecture 

Senator Denham Henty addressed a 
meeting of 70 members and students of 
the Northern Branch in Launceston on 23 
June. His subject “The Fiscal Policy of 
the Commonwealth” was most informative. 


1958 Course of Lectures 


The final three lectures in the 1958 
series were presented to members at meet- 
ings in Hobart as follows:— 7 July, 
“Financing for Companies”, by Mr. L. N. 
P. Cox, B.Com., A.A.S.A.; 21 July, “Work 
Simplification in the Office’, by Mr. R. 
Sommerton, B.Mech.E.; 4 August, “Cur- 
rent Trends in Auditing and Business In- 


vestigations”, by Mr. H. H. Cummins, 
F.A.S.A. 

Eighty members and students enrolled 
for this course, and the Divisional Council 
is most gratified at the response. The 
series gave a decided stimulus to the Divi- 
sion’s activities. 

Luncheon Meeting 

There was a good attendance of mem- 
Lers and students at the luncheon meetin 
held in Hobart on 11 July. Mr. D. H 
Johns, B.Sc., addressed the meeting on the 
subject “Life in the Antarctic Today”. 


Annual Church Service 

The Divisional Council has decided that 
the Annual Church Service will be held in 
November, and further details will be 
given in a subsequent issue. 


NORTHERN BRANCH 

Personal 

At the fifth annual meeting of the 
Northern Branch the chairman (Mr. L. R. 
Wastell) expressed his regret, and that of 
the Branch Council, at the resignation 
from the Council of Mr. S. V. Tilley, 
F.A.S.A. Mr. Tilley had been a member 
of the Commonwealth Institute of Ac- 
countants since 1922, was a Branch Coun- 
cillor of that Institute for most of the 
period prior to the amalgamation, and 
joined the Branch Council of the Society 
cn its formation. Mr. Wastell said that 
Mr. Tilley had done much to further the 
irterests of the accounting profession. 


Australasian Institute of Cost Accountants 


QUEENSLAND 


Lunch Hour Discussion 


The subject of “Communications and the 
Cost Accountant” was chosen for discus- 
sion at the lunch hour meeting held in 
McDonald’s Oak Room, Brisbane on 25 
june. Mr. C. D. Thompson, A.C.A.A., 
AA.S.A., of Queensland Trustees Ltd. was 
the discussion leader. 

Registered students are reminded that 
they are invited to attend all monthly 
luncheons and it is suggested that they 
would benefit materially from meeting 
some of the more experienced members of 
the Institute at these functions. 


VICTORIA 


Activities Programme 

The brochure, listing forthcoming activ:- 
ties of the Division for the next six 
months, issued to members by the Activi- 
ties Committee, has created keen interest. 
The committee is particularly pleased 
with the excellent response of members 
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who were invited to ask for further details 
of the events listed. The president’s lec- 
ture brought the largest response, closely 
followed in order of popularity by the two 
social functions—the film night held on 14 
August and the Christmas luncheon. 

No member has yet accepted the invita- 
tion to suggest some activity (other than 
those listed) which may be of interest to 
members. Please do not hesitate to write 
to the State Registrar or to the publicity 
cfficer if you have some new ideas in this 
respect. 

Mr. S. Southam, who is cost accountant 
of Associated Pulp & Paper Mills Ltd., 
has been appointed to the Activities Com- 
mittee. 


Discussion Group 

A worthwhile evening was spent on 23 
July in friendly and at times animated 
discussion on the topic “Reporting to 
Lower Levels of Management”. The group 
was under the able leadership of the past 
Australian president, ‘Mr. B. W. B. Ruffels 
who guid the discussion into helpful 
channels, 
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Social Evening 

The film night held on 14 August, was 
most enjoyable. A full report of this happy 
social get-together will be given in the 
next issue of the journal. 


New Councillors 

At the council meeting held on 14 July, 
the President extended a hearty welcome 
to Dr. H. F. Craig as the representative on 
the Divisional Council of the Australian 
Society of Accountants, in the place of 
Mr. J. Wallace Ross. Dr. Craig is a 
management consultant with W. D. Scott 
& Co. Pty. Ltd. 

An invitation was extended to Mr.'D. 
Jacobi to attend council meetings as an 
invitee member. He is secretary of Volks- 
wagen (Aust.) Pty. Ltd. and has been 
active in Institute affairs for many years, 
including a period as an examiner. He was 
a member of the committee which organ- 
ised the successful Convention at the Aus- 
tralian Administrative Staff College. 

Authority was given to the council at 
the annual general meeting of the Institute 
to increase the number of councillors from 
the present eight to ten. In accordance 
with this, nominations will be called for 
at the council meeting to be held in 
August. 


Research 

Under the chairmanship of Mr. A. H. 
Biamey, the research activities to be under- 
taken by the Victorian Division are now 
well under way. The first subject “Report- 
ing to Lower Levels of Management” 
under the guidance of Mr. B. W. B. Ruffels 
has already been discussed at a group 
nieeting and Mr. E. H. Niemann is organis- 
ing a top calibre team to discuss the sub- 
ject “Economics of the Business Enter- 
prise”. 
industry Discussion Groups 

Three discussion groups centred around 
individual industries are now holding regu- 
lar meetings and the enthusiasm shown 
by members of these groups speaks well 
for this important new activity of research 
into common problems. 

Mr. D. M. Cronin reports that good pro- 
gress is being made towards the establish- 
ment of the building trade group on a 
kasis which augurs well for research into 
the building industry’s main problem, that 
of high costs. 

Regular meetings of the textile industry 
group are being held under the chairman- 
ship of the Institute’s general treasurer, 
Mr. A. F. J. Sutherland. 

Mr. H. F. Fox, past president of the 
Victorian Division, is leading the motor 
industry group and it is likely that the 
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first subject to be discussed will centre 
around the subject “Spare Parts”. 


Conventions 


Arrangements are being made to hold a 
convention in Tasmania during November, 
This will be the first activity held there 
for some time and members in Tasmania 
are eagerly looking forward to participat- 
ing. 

A special committee has been appointed 
to plan next year’s Convention in Victoria, 
It will be held in May next, from Wednes- 
day the 13th to Friday the 15th at the 
Australian Administrative Staff College. 


New Members 


Congratulations’ and a hearty welcome 
is tendered to the following new members 
and members advanced in status at recent 
meetings of the Divisional Council. 


At the 14 April meeting: 


Provisional Associate: Coombs, J. A.— 
secretary, Liberty Motors (Aust.) Pty. Ltd. 


Associates: Grinwald, P.—assistant Vic- 
torian accountant, Containers Ltd.; Head, 
K. R.—consulting cost accountant, Messrs. 
Offner Hadley & Co.; Parker, G. E.—ac- 
countant, Tromax Pty. Ltd.; Smith, D— 
accountant, Blakiston Sales & Service Pty. 
Ltd., Geelong. 


Advancement of Members 

The following members have been ad- 
vanced in status. Advancement to Associate 
—Carroll, B. M., Burnie Board Manufac- 
turers; Radda, G. W., The Fleet Forge Pty. 
Ltd.; Thompson, L. L., Fuller, King & Co. 
(Chartered Accountants); Advanced to 
Fellow: Bloch, A. M., cost accountant, 
Hardie Trading Ltd. 


At the 18 June meeting: 


Associates: Coleman, W. A., cost at- 
countant, Tom Piper Ltd.; Schenk, K. H, 
assistant accountant, John Sharp & Sons 
Pty. Ltd.; Stanley, G. G., assistant cost 
accountant, Containers Ltd. 


Advanced to Fellow: Buttner, F. A, 
director of finance and treasurer, The 
Standard Motor Products Ltd. Mr. Butt- 
ner is the publicity officer of the Victorian 
Division. He has been co-opted to the 
Victorian Council and was a member of 
the committee which was responsible for 
the recent successful Convention at Mt 
Eliza; Cato, F. T., head accountant, 
Federal Hotels Ltd. 


It is indeed pleasing to note that, with 
the entry of the above members, a to 
cr 43 new members have been admitted to 
the Victorian Division this year. For 
whole of last year there were 29 new 
members. 
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Australian Accountants, Students’ Society 


QUEENSLAND 


The Students’ Society on 1 April held its 
second meeting for the year. The subject 
of the address on this occasion was “Nego- 
tiable Instruments” and was delivered by 
Mr. M. Brunckhorst, A.A.S.A., A.B.LA. a 
branch manager of one of the city branches 
of the A.N.Z. Bank Ltd. He recently re- 
turned from attending a summer school 
conducted by the Bank in London. 


Drawing from his wide practical experi- 
ence Mr. Brunckhorst was able to include 
many interesting sidelights on negotiable 
instruments in his lecture which in addition 
presented a concise picture of the funda- 
mentals of the subject. The general interest 
in the speaker’s remarks was indicated by 
the large number of questions asked by the 
students present. 


On 3 June, the Queensland Division of the 
Students’ Society held its third meeting of 
the year in the Oddfellows Hall, Charlotte 
Street. The title of the address was “A 
Practical Approach to Standard Costing”, 
and it was given by Mr. J. T. Catton, 
AAS.A., A.C.ILS. Mr. Catton, who is a 
member of the Divisional Council of the 
Australian Society of Accountants has had 
over nine years’ practical experience in the 
application of standard costing in the metal 
manufacturing industry. 


The speaker successfully used audience 
participation during the evening to work 
out simple problems. An active general 
discussion on the subject followed the main 
address and more than usual interest was 
shown in this rather advanced subject. Mr. 
Smalley, in expressing appreciation to Mr. 
Catton, thanked him for the clear and in- 
structive manner in which he had presented 
the lecture. 

_A special welcome was given to the pre- 
sident of the Queensland Division of the 
Australian Society of Accountants, Mr. 
W. T. Reid, whose presence indicated his 
keen interest in the students’ activities. 


At a recent meeting of the Divisional 
Council, Mr. J. T. Catton was appointed 
one of the Divisional Council representa- 
tives on the Committee of the Students’ 
Society in Queensland. Mr. Catton, apart 
from his assistance on the Divisional 
Council, has been closely associated with 
the educational activities of the Society, 
and students will benefit greatly by his 
services on their committee. 


_To assist candidates who find difficulty 
m the early part of their accounting 
studies, a series of discussion group even- 
Ings was arranged by the committee of 
this Division under the title of “Elements 
of Bookkeeping”. The group discussions 
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were held on three consecutive Thursday 
evenings beginning 22 May at the offices 
of the State Registrar. Mr. R. W. Smalley, 
A.A.S.A., who is a member of the Divi- 
sional Council of the Australian Society 
of Accountants and credit manager of D. 
& W. Murray Ltd., led the discussion. 


The committee considers that group 
discussion on specified subjects and among 
a limited number of candidates will prove 
beneficial and hopes to arrange other 
groups later in this year’s programme to 
benefit candidates in more advanced stages 
of the course. 


At the June meeting of the Students’ 
Society held in the Oddfellows Hall, Mr. 
L. W. H. Butts, O.B.E., a senior partner 
of Messrs. Morris, Fletcher & Cross, 
solicitors, addressed members on “The 
Essentials of Public Company Flotation”. 


Mr. Butts is a former president of the 
Law Council of Australia and has been 
associated in a professional capacity with 
the formation of many companies. Through 
his long experience and interest in com- 
pany matters, he has become recognised 
as one of the leading authorities on com- 
pany law in Australia. 


The lecturer based his address on the 
requirements of the Society’s examination 
syllabus and the type of questions com- 
monly asked by the examiners. The sub- 
ject was a well chosen one as indicated by 
the number present and the variety of 
cuestions asked during the discussion 
period. 

Mr. W. T. Reid, State President of the 
Australian Society of Accountants and 
Mr. J. L. Amies, State Registrar, were 
present and the former proposed the vote 
of thanks to the speaker. 


NEW SOUTH WALES 


The latest activity of the Students’ 
Society comprised two lectures given by 
Miss A. M. Magoffin, A.A.S.A., on “Com- 
monwealth Income Tax”, with special refer- 
ence to problems met by students in recent 
examination papers. The lecture given on 
9 April referred to Income, (Sections 26a, 
26d, 26e, 36, 36a and 23q) and Deductions 
(Sections 51 to 54, 75, 76, 78 and 80). On 
16 April Miss Magoffin spoke on Taxation 
of Companies and Dividends (with refer- 
ence to what constitutes a private com- 
pany), Trustees (Division 6) and Leases 
(Division 4). Members of the Students’ 
Society were happy to have the benefit 
of Miss Magoffin’s advice on these subjects, 
and judging by the questions asked at both 
lectures, the students found the speaker’s 
remarks of great interest and value. 
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The annual general meeting of the New 
South Wales Division of the Students’ 
Society was held at the Lyceum Club, Syd- 
ney, on 12 June. Forty members attended 
and elected the following committee:— 
Messrs. A. Bell, T. H. Braban, J. A. Clough, 
G. L. Cranney, E. A. Cupit, R. G. Gibson, 
F. C. B. Packer, W. N. Ross, G. Rush, 
G. M. A. Sloan, L. H. Talbot and F. H. 
Ward. 


Mr. Cupit is the representative appointed 
by the New South Wales Divisional Coun. 
cil of the Australian Society of Accoun. 
tants. He was welcomed to the committee 
by the chairman, Mr. Braban.. 

After the formal business of the meeting, 
films were shown by courtesy of Qantas 
Empire Airways Ltd. and the New South 
Wales Film Council. The films included 
“The Australian War Memorial, Can. 
berra”, and a travelogue of South Africa. 





Information Relating to N.S.W. Land Tax 


The January issue of The Australian 
Accountant at p. 38, contained informa- 
tion made available by the N.S.W. Com- 
missioner of Land Tax in regard to the 
alteration of unimproved values applicable 
for Land Tax purposes. We now publish 
below for the guidance of members of the 
accountancy profession further amend- 
ae and additions in respect of Schedule 


The following lists comprise the names 
of the district councils pow ¢ their particular 
riding(s) or ward(s) concerned in paren- 
thesis and the respective effective dates 
of valuation for Land Tax purposes. 


SCHEDULE B. 

Municipalities and Shires in which Values 
have been altered and are applicable for 
the Land Tax year 1958-1959. 


Bankstown (South) 27/11/57; Bellingen (‘‘A’’) 
18/12/57 (Pt.); Bland 1/1/58; Blue Mountains 
(Springwood) 24/12/57; (Lawson) 25/11/57. 

Cockburn (“B’) 23/12/57; cc") 4/11/57; 
Cooma T/1/58. + pe! porockwell As ? 8 tor SH 
Cudgegong (** “2 
GB, 18/12/57, éc’ 20/12/57, 

Drummoyne 13/12/57; Dubbo 3/12/57 

Fairfield (Cabra-Vale) 11/11/57. 

Gosford (“B") 9/12/57. 

Hunter's Hill (West) 21/3/58. 

ae we 20/11/57; Junee 20/12/67. 

Kogarah ey gfe: Kyeamba (‘A’) 
19/11/57, (“C"') 3/12 

Manning 1/1/58; le 8/11/57. 

Narrandera 24/12/57; Newcastle coy) 
7/11/57; North Sydney (Belmore) 11/11 
Nymboida (‘tA’) 22/11/67, (“‘B’’) 65/11/67, er 
28/11/57. 

Parramatta (Granville) 19/11/57, (Parra- 
matta) 23/12/57. 

Randwick (Central) 13/11/57, yoy! 23/12/57, 
(North) 11/12/57, (West) 22/11/67; Ryde 
(Central) 18/11/57, (East) 23/12/57; Rylestone 
«“A*, “BR” & oq") 4/12 /57. 

Sutherland (Sutherland) 27/11/57, (Caring- 
bah) 4/11/57. 

Tenterfield (Shire eels: Tomki (‘A’) 
13/12/57, (“B’)  12/12/ (“C”") 12/12/57; 
Tumbarumba (‘A’) 19/2/61, (“B”") 20/12/57, 
a 2 Paige ve (“D") 3/12/57 

Wagga 18/12/57; Waugoola (“A> 
soya (“B") 19/12/57. 
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Further Advices Cover: 

Ashfield (South) 30.5.58. 

Ballira, 16.5.58; Boolooroo, 1.1.58; Botany 
(Daceyville) 10.4.58. 


Comaqheiitown (Conte!) 6.5.58, (North) 
2.5.58, (South) 16.4.5 


Gabcaetie (Hurstville) :. 6. 58. 

Ku-ring-gai (Roseville) 1.4.58. 

Quirindi, 14.5.58. 

Singleton, 8.4.58. 

Wakool, 1.1.58; Warringah (“CC”) 20.5.68 
Wollongong (First) 27.5.58; (Thirteenth! 
19.5.58; (Fifteenth) 22.4.58. 
Yarrowlumla, 1.1.58. 


The Commissioner of Land Tex has 
supplied the following information in 
regard to Land Tax Returns for 1958-1959, 
for the information of members: 


1. Returns will be on the same pattern as 
for 1957-1958, i.e. two forms—A and B. 
The final date for lodgement of returns 
will be approximately the 3rd Decem- 
ber, 1958. 


Extensions of time to lodge returns will 
be dealt with on the same basis as for 
previous years. 


Immediately prior to the 1st November, 
1958, the department will furnish a list 
of all Councils whose values have beet 
altered where such values are applic- 
able for Land Tax for the Land Tax 
Year 1958-1959. This list will be a 
complete as possible but as it is 

on information furnished by the Valuer 
General and Councils it may “y “ 
completely up to date, as at the da 
forwarded. 


The Commissioner also advises that 
failure by persons lodging returns to 
endorse extension approvals on the returt 
forms and to forward rate or valuation 
notices with the return has caused, in the 
past, a substantial amount of unnecessary 
correspondence and amendments. He would 
be grateful for the co-operation of m 
in these two matters. 
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NEW BOOKS 


Volumes recently added to the Society’s 
Central library, Melbourne. 


Accounting 

Accounting for mnon-accountants. J. N. 
Myer. New York: New York University 
Press, 1957. 235 pp. 

Accounting fundamentals, 3rd ed. G. A. 
MacFarland, R. D. Ayars and W. E. 
Stone. New York: McGraw-Hill, 1957. 
623 pp. 

Australian accountancy progress 1957. Sir 
A. Fitzgerald and . Keown eds. 
Sydney: Butterworth, 1957. 402 RP. 

Inflation and company finance. R. Mathews 
and J. McB. Grant. Sydney: Law Book 
Co., 1958. 179 pp. 

The law of accounting and financial state- 
ments. G. S. Hills. Boston, Mass.: Little, 
Brown & Co., 1957. 338 pp. 

Model system of accounts for electricity 
supply undertakings. Electricity Supply 
Association of Australia. Melbourne: 
The Association, 1957. 46 pp. 

The planning and measurement of profit. 
Association of Certified and Corporate 
Accountants. London: 1957. 82 pp. 

Survey of consolidated financial statement 

7 American Institute of 
New York: The Institute, 
1956. 31 pp. 

Whole-dollar accounting. F. A. May and 
H. F. Klingman. New York: Controller- 
ship Foundation, 1957. 835 pp. 


Annual Reports 


Annual reports of companies. R. K. Yor- 
ston and E. S. Owens. Sydney: Law 
Book Co., 1958. 219 pp. 


Depreciation 

Current practice in accounting for de- 
preciation. National Association of Ac- 
countants. New York: 1958. 36 pp. 


Machine Methods 

Appraisal of electronic business applica- 
tions. National Office Management 
Association. Philadelphia, Pa.: The 
Association, 1956. 36 pp. 

Automatic digital computers, rev. ed. M. 
V. Wilkes. London: Methuen, 1957. 305 


pp. 
Digital computer programming. D. D 


McCracken. New York: John Wiley, 
1957, 253 pp. 

Electronics in the office. Office Manage- 
ment Association. London: 1957. 182 
pp. 

An introduction to automatic computers. 
N. Chapin. New York: Van Nostrand, 
1957. 525 pp. 

An introduction to automatic digital com- 
puters. R. K. Livesley. Cambridge: 
Univ. Press, 1957. 53 pp. 
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introduction to mechanized accounts, 4th 
ed. London: Pitman, 1958. 84 pp. 

A management guide to electronic com- 
puters. W. D. Bell. New York: McGraw- 
Hill, 1957. 403 pp. 

Punched card primer. B. D. Friedmann. 
New York: Public Administration Ser- 
vice, 1955. 77 pp. 

Costing 

Accounting for labor costs and labor- 
related costs. National Association of 
Accountants. New York: 1957. 68 pp. 

Control of non-manufacturing costs. 
American Management Association. New 
York: The Association, 1957. 142 pp. 

Cost accounting principles and practice, 
5th ed. J. J. W. Neuner. Homewood, 

.: Richard Irwin, 1957. 944 pp. 

Cost control and the pooosen. _ 
Bennett and R. Schmal. Chicago: 
National Foremen’s Institute, 1952. 142 


pp. 

Cost finding in the non-ferrous metals in- 
dustry. British Non-Ferrous Metals 
Federation. Birmingham: 1957. 84 pp. 
+ 74 pp. 

Costing for builders. W. and L. Townsend. 
London: Spon, 1957. 88 pp. 

Costing in the textile bleaching, dyeing 
and printing trade. Textile Finishing 
Trades Association. London: Pitman, 
1957. 67 pp. 

Costing matters. Institute of Cost and 
Works Accountants and British Pro- 
ductivity Council. London: The Institute 
and the Council, 1957. 48 pp. 

Costing system for the smaller printing 
business. British Federation of Master 
Printers. London: The Federation, 1957. 
27 pp. 

The Mayhew manual of cost accounting for 
fruit and vegetable canners. San Fran- 
~ Wayne Mayhew & Company, 1953. 
66 pp. 

Price, cost and output. P. J. D. Wiles. 
Oxford: Basil Blackwell, 1956. 302 pp. 

Auditing 

Internal audit in local authorities and 
hospitals. London: Shaw & Sons, 1957. 
379 pp. 

Business Organisation and Management 

Fluctuations, growth and forecasting. S. 
J. Maisel. New York: John Wiley, 1957 
552 pp. 

Higher management control. T. G. Rose 
and D. E. Farr. New York: McGraw- 
Hill, 1957. 290 pp. 

Hire purchase in a free society. R. Harris 
and A. Seldon, eds. London: Institute of 
Economic Affairs, 1958. 88 pp. 

The principles of successful management. 

S. Johnstone and A. Phillips. 
Sydney: Rydge’s, 1957. 542 pp. 

Organisation: the framework of manage- 
ment. E. F. L. Brech. London: Long- 
mans, 1957. 424 pp. 
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The organization man. W. A. Whyte. 
Lendon: Jonathan Cape, 1957. 429 pp. 
Technique of executive control, 8th ed. E. 
H. Schell. New York: McGraw-Hill, 

1957. 357 pp. 
Your business matters. F. A. J. Coulderry 
and A. J. G. Sheppard. London: John 
Sescun, 1958. 236 pp. 


Textile Industry 

Modern mill controls. N. L. Enrick. New 
York: Modern Textiles Magazine, 1956. 
28 pp. 

Budgetary Control 

Budgeting for profit. W. E. Thomas. 
Urbana, Ill.: University of Illinois, 1955. 
55 pp. 

Business Finance and Investment 

Ownership and control of Australian com- 
panies. . Wheelwright. Sydney: 
Law Book Co., 1957. 206 pp. 

The principles of successful share buying 
and investing. C. Harrison. Sydney: 
Rydge’s, 1957. 342 pp. 

Share price indices in Australia. D. McL. 
Lamberton. Sydney: Law Book Co., 1958. 
114 pp. 


Office Management 

How to communicate policy and procedure. 
Joseph D. Cooper. New London, Conn.: 
National Foremen’s Institute, 1956. 212 


Ppp. 

Men, machines and methods in the modern 
office. American Management Associa- 
tion. New York: 1958. 148 pp. 

— methods, systems, and procedures. 
I. A. Herrmann. New York: Ronald 
Press, 1950. 539 pp. 

Practical office time savers. A. H. Gager. 
New York: McGraw-Hill, 1957. 305 pp. 

Records retention and control. Controller- 
ship Foundation Inc. New York: 1957. 
455 pp. 

Personnel Management 

Selection of management personnel. M. J. 
Dooher and Elizabeth Marting. New 
York: American Management Associa- 
tion, 1957. 2 vols. 


Production Control 

Analysis for production management. E. 
H. Bowman and R. B. Fetter. Homewood, 
Ill.: Richard Irwin, 1957. 503 pp. 

Determinants of capital expenditures; an 
interview study. R. Eisner. Urbana, IIl.: 
University of ia. 1956. 100 pp. 


Report Writing 

Accounting reports for management. R. B. 
Lewis. Englewood Cliffs, N.J.: Prentice- 
Hall, 1957. 187 pp. 

Reporting financial data to top manage- 
ment. American Management Associa- 
tion. New York: The Association, 1957. 
192 pp. 

Written communication in business. 
York: McGraw-Hill, 1957. 490 pp. 


New 
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Stock Control 

Unit stock and store control. London 
Business Publications, 1957. 194 pp. 

Wage and Salary Administration 

Controlling employee benefit and pension 4 
costs. American Management — 
tion. New York: 1957. 127 p ; 

Measurement of responsibility. B. Jaques, 
London: Tavistock Publications, “1966 ’ 
143 pp. ; ‘ 


Economics : 
Contemporary capitalism. J. Strachey, 
London: Gollancz, 1956. 302 pp. 
Descriptive economics, 3rd ed. F. T. Nam 7 
kervis. Melbourne: Longmans, 1957. $19 


pp. ; 
The industrialization of Australia. F. G 
Davidson. a Melb. University © 
Press, 1957. 26 p 
Oxford studies in the price mechanism. T 
Wilson and P. W. S. Andrews, eds, ~ 
Oxford: Univ. Press, 1952. 274 pp. 


Public Administration 
The parliamentary government of oT 
Commonwealth of Australia. L. : 
Crisp. London: Longmans, 1957. a 
pp. 4 
Taxation ; 
Sales tax law 1957. Commissioner of Taxa 
tion. Canberra: 1957. 437 pp. 3 
Sales taxation. J. F. Due. London: Rout? 
ledge and Kegan Paul, 1957. 396 pp. 
Taxation in the roposed ae ig fra 
trade area. ederation of British” 
Industries. London: The Federation,” 
1957. 156 pp. d 
The taxation of business income f 
foreign operations; studies in US, ™ 
foreign and international tax law, 
American Management __ Association, 4 
New York: 1958. 203 pp. cm 


Secretarial Practice 
Secretarial practice. A. Donnelly. Sydney 
Butterworth, 1957. 315 pp. q 


Law—Companies 
Australian company forms and prece 
L. Harris ed. Sydney: Butterw 
1957. 3 vols. "i 
Law—Partnership £3 
The law of partnership in Australia amky 
New Zealand. P. E. Joske. Syda 
Butterworth, 1957. 114 pp. 4 
run better meetings. E. #; 


Meetings 

How to 
Hegarty. New York: McGraw-Hill) 
1957. 312 pp. @ 

Mathematics 

Guide to instalment computations. M. 
Neifeld. Easton, Penn.: Mack Publisl 
Co., 1953. 418 pp. 

Reading 5, 

Reading improvement for adults. P. Be 
Leedy. New York: McGraw-Hill, . 
456 pp. 
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